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World News 


Helicopter 
plunges into 
North Sea, 
killing six 

Six oil workers were killed 
when a helicopter carrying 
13 people crashed in the North 
Sea. The SSI helicopter was 
heading for on offshore landing 
area aervtng Shell Expro's 
Brent oilfield when it went 
down ns miles north-eaTt of 
the Shetland Hands. 

British International Hclicop- 
irrs said seven men bad been 
rescued. The search went on 
for hours but was hampered 
by fog. Page 8 

Zambia curfew ends 

Zambian President Kenneth 
Katin da sold he would release 
all political prisoners and lift 
a curfew imposed on Lusaka 
province after riots last month. 
But be postponed a referendum 
on multi-party rule. Page 4 

EC olive branch 

The European Commission 
proposal a new directive on 
working hours, saying govern* 
merits could leave Its imple- 
mentation to employers and 
unions. U was seen as an olive 
branch to countries such as 
Britain and Denmark. 

Boesak quite church 

South African clergyman and 
anti-apartheid veteran Allan 
Boesak. 45. resigned from his 
church and said he had left 
his wife for the niece of a white 
former cabinet minister. Mand- 
ela admission. Page 4 

Eastern accused 

Eastern Airlines, the embattled 
US carrier operating under 
protection of a bankruptcy 
court, and several of its manag- 
ers have been Indicted on 
charges of falsification of air- 
craft maintenance records aver 
a four-year period. Page 6 

Drought hits Franco 

Experts said a heatwave In ■ 
south-west France is evaporat- 
ing water supplies as quickly 
as in the Sahara desert. Calva- 
dos, in the north, one of 
France's wettest districts, ban- 
ned garden hoses. 

Haiti tense 

Political tension is rising in 
Haiti after clashes which fol- 
lowed the government's failure 
to arrest two former govern- 
ment ministers who returned 
from exile. Page 6 

Israel halts fli ghts 

Israel's Transport Ministry 
ordered the suspension of 
flights by state-owned El AI 
airlines to Stockholm, saying 
new airport security measures 
there were inadequate. 

German job threat 

A million of East Germany’s 
2.2m bureaucrats should lose 
their jobs after unification, 
a representative of West Ger- 
many's civil servants said. 

Vote for Berlin and election 
differences. Page 2 

Fiji poH pledge 

Fijian President Ratu Sir Pen- 
ain Ganflau said be bod pro- 
mulgated a new constitution 
which guarantees political 
dominance for ethnic Fijians. 

He promised to hold elections 
before the end of next year. 

Page 4 

Hew Archbishop 

Bishop George Leonard Carey 
of Bath and Wells will succeed 
Or Robert Runcie as Arch- 
bishop of Canterbury, spiritual 
head of the Church of England 
and 70m Anglicans around the 
world. Page 8 

Toyota boss dies 

Tsutoma Ohshima. vice-chair- 
man of Toyota, who was 
instrumental in pushing the 
company into building facto- : 
ries in the US and Europe, died 
in Tokyo aged 66. 

Christmas In July 

Sixty-two Father Christmases 
came to Copenhagen in their 
beards and red suits despite 
the summer temperatures to 
have Christmas lunch and 
swap festive stories. The occa- 
sion was the 27th Santa Claus 
World Congress. 


Business Summary 


European 

competition 
hit by moves 
towards 1992 

THE prospect of the Single 
Market his led to a rush of 
mergers among Europe’s big 
industrial companies, which 
in some sectors may have dam- 
aged competition, according 
to a European Commission 
report. Page 18 

MARKETS: Most European 
bourses began well but later 
slipped from their day's highs, 
with oil stocks continuing to 
focus attention in several mar- 
kets. The Nikkd closed practi- 
cally unchanged after a day 
of listless trading which saw 
currency concerns take over 
from interest rate jitters. 

Back Page, Section □ 

DIGITAL Equipment reported 
its first ever quarterly loss 
after taking a 8400m charge 
to cover the costs of a motor 
workforce reduction and con- 
solidation of facilities. The 
company said it would elimi- 
nate 5.000 to SitiOO jobs. Digital 
employs about 124,000 people 
worldwide. Page 19 

COMECON members must pay 
for their Soviet Imports with 
hard currency under a decree 
issued by President Mikhail 
Gorbachev to the Soviet Gov- 
ernment with effect from Janu- 
ary i. Page 18 

ALGESIA'S difficulties In ser- 
vicing its S25.3bn foreign debt 
and importing adequate food 
and raw and semi-finished 
materials are their most acute 
since independence. Page 4 

BRAZIL Introduces a punitive 
tax on short-term investments 
today as a further move by 
President Fernando Collor to 
suppress liquidity and curb 
inflation. Page 6. 

DEVELOPING countries will 
today make a formal protest 
over the lack of progress at 
this week’s meeting of the Uru- 
guay Round Trade Negotia- 
tions Committee. Page 3 

COMMERZBANK chief execu- 
tive Mr Walter Seipp, who 
heads West Germany's third 
hugest commercial tank, 
spoke out against the “compet- 
itive distortions” winch he said 
had arisen with the fntroduo-' 
tion of western-style banking 
into East Germany. Page 24 

US durable goods orders fell 
sharply in June, dropping 3 2 
percent, the Census Bureau 
reported. Page 6 

DU PONT, largest US chemi- 
cals company, reported mod- 
estly lower second quarter 
earnings, reflecting the weak- 
ness of the world chemicals 
sector. Page 22 

US Treasury bonds moved 
marginally higher after a 
weaker than expected durable 
goods orders release. Page 23 

BANK Vontobel, one of Swit- 
zerland's most prestigious pri- 
vate banks, recommended 
Jacobs Sue hard’s public share- 
holders to reject a takeover 
bid worth SFr3.67bn ($2.64bn) 
from Philip Morris of the US. 
Page 19 

SANDOZ. Swiss chemicals 
company, has been given the 
go-ahead by the Irish planning 
authorities for an I£170m 
(8277m) pharmaceuticals fac- 
tory at Ringaskiddy, County 
Cork, despite protests from 
environmentalists and resi- 
dents. Page 2 

AVON Products, world’s big- 
gest manufacturer of cosmetics 
and toiletries which has 
deflected a series of takeover 
advances in the past 15 
months, reported strong 
growth in second-quarter earn- 
ings, in line with analysts' 
expectations. Page 22 

AEGIS, communications 
group, strengthened its grip 
on Europe's media planning 
and buying business with the 
proposed acquisition for an 
initial £9 .3m (Si6.9m) of Media 
Holdings International, Scan- 
dinavia's largest media buying 
company. Page 19 

ARXANESPACE chairman 
Frederic D’ailest is resigning 
to take up a new post with the 
Fr ench company Matra. 


US, Soviet Union near agreement to end Afghan war 


By KJone! Barber In Washington 

THE US and the Soviet Union 
are close to uu agreement on 
ending the 12-year civil war in 
Afghanistan, senior US urn- 
rials said in Washington yes- 
terday. 

Mr James Baker. US Secre- 
tary of State, will meet Mr 
Eduard Shevardnadze, Soviet 
Foreign Minister, on August 
1-2 in Irkutsk, central Siberia, 
in an effort to clear the lust 
obstacles to a ceasefire and an 
eventual political settlement. 


The outline agreement 
would Include a cut off by 
Washington anil Moscow of 
arms deliveries to the opposing 
sides, n ceasefire and a time- 
table for future elections. It Is 
also expected to feature a con- 
tinuing but diminished role for 
President Najibuliah. the Sovi- 
et-backed leader in Kabul. 

Mr Baker, who began a 12- 
day, four-nation trip to Asia 
yesterday, was said to be hope- 
ful that an agreement was 


within reach. “The Soviets 
have hinted at a deal; they 
have not fleshed it out yet,” a 
US official said. “The thread of 
a deal is going to be pursued 
by Baker in Irkutsk." 

The impetus towards a 
ceasefire gained momentum 
this week when the Senate 
intelligence committee voted to 
reduce sharply the S300m in 
annual US military aid to the 
Mujihadeen, the Afghan resis- 
tance. Reports said funding 


was cut by about SlOOm. 

Disillusion is growing among 
Republicans and Democrats 
about US covert military assis- 
tance to Third World clients 
seeking to overthrow commu- 
nist regimes: a legacy of super- 
power rivalry in the 1970s and 
early 198Qs. 

The 18-mocth military stale- 
mate inside Afghanistan bfls 
contributed to a sense of futil- 
ity, particularly after the fail- 
ure of the Mujahideen to topple 


the Kabul regime after the 
Soviet troop withdrawal in 
February last year- 

improved US-Soviet relations 
have further undermined 
resolve to fund the fighting 
which has devastated the coun- 
fry and sent more than 3m ref- 
ugees fleeing to neighbouring 
Pakistan, 

One of the chief obstacles to 
the resolution of the Afghan 
conflict has been what role, if 
any, Mr Najihullab would play 


in an interim government. In 
an important policy switch, US 
officials said the Soviets bad 
apparently agreed to press Mr 
NaiibuUah to give up impor- 
tant levers of power such as 
control of the state security 
and propaganda apparatus. 

The interim authority in 
Afghanistan, which would be 
supervised broadly by the UN 
and the Islamic Council, would 
also monitor the later elec- 
tions. 


Moscow in $5bn diamond 
agreement with De Beers 


By Kenneth Gooding, Mining Correspondent, in London 


DE BEERS, the South African 
group mining group, yesterday 
advanced a Slbn loon to the 
Soviet Union's diamond indus- 
try. 

The Soviet Union's diamond 
stockpile will be shipped from 
the Moscow State Treasury to 
Dc Beers' Central Selling 
Organisation (CSO) in London 
to be held as collateral for the 
loan. 

The Soviet Union, the 
world’s second largest diamond 
producer in value terms, also 
signed an agreement, esti- 
mated to be worth $5bn. to sell 
its rough (uncut) gem dia- 
monds exclusively for the next 
five years through the CSO. 

The CSO has continued to 
market Soviet diamonds which 
have reached it through a tor- 
tuous trail of intermediaries 


since their previous direct mar- 
keting agreement was ended 
for political reasons in 1963. 

The deal will enable De 
Beers, which already accounts 
for more than 80 per cent of 
world trade in rough diamonds 
and is the world’s biggest 
miner, to deal directly with the 
Soviet Union and therefore fur- 
ther tighten its grip on the 
market. 

Mr Nicholas Oppenheimer, 
chairman of the CSO, said: "At 
a time of considerable financial 
strain, the Soviet Union has 
been able to raise a loan of 
Slbn while signing a contract 
with De Beers which assures 
the Soviet Union of a steady 
and predictable flow of funds 
from its diamonds for the next 
five years.” 

Mr Gary Ralfe, a De Beers 


director, said repayments on 
the loan would start in Novem- 
ber and attract a commercial 
rate of Interest, bat he would 
not give details. 

De Beers had found the cash 
from its own resources and 
borrowing facilities already in 
place. It was already struc- 
tured to absorb heavy swings 
in its cash flow os it bought 
and sold about $4bn of dia- 
monds a year. 

The group Is heavily under- 
geared (the last balance sheet 
showed (X.7bn In cash) and cer- 
tainly had no need to turn to 
its shareholders for more 
money. 

Mr Ralfe said the changes 
made by his group in May, 
which split the company and 
placed the nonrSouth African 
operations into De Beers Gear 


tenary, a Swiss subsidiary, was 
an important factor in the deal 
because the Soviet Union’s 
contract was with the Swiss 
company. 

On the Soviet side it was 
signed by Glavalmazzoloto, the 
precious metals and diamonds 
organisation. 

Although not formally 
stated, it was implied that the 
glbn would go to help finance 
the further development of the 
Soviet Union's diamond indus- 
try, based in northern Siberia, 
he adfU»ri 

Mr Ralfe said he did not 
expect the Soviet stockpile to 
be returned to Moscow. If the 
diamond market developed as 
De Beers hoped the stones 
would be sold by the CSO over 
the next five years. 
Commodities, Page 28 


Seipp attacks ‘unfair’ E Germany 


By Andrew Fisher In Frankfurt 


MR WALTER SEIPP, chief 
executive of Commerzbank. 
West Germany’s third largest 
commercial bank, yesterday 
spoke out against the “compet- 
itive distortions” which he said 
hod arisen with the introduc- 
tion of western-style hanking 
into East Germany. 

Commerzbank has not 
formed a joint venture in East 
Germany, but has gone its own 
way, unlike its bigger rivals. 
Deutsche Bank and Dresdner 
Bank. These have teamed up 
with Deutsche Kredi thank, the 
commercial banking division of 
the former state monopoly, 
taking over existing branches 
and staff. 

“We are for fairness and 
equal treatment,” said Mr 
Seipp. "The theme of competi- 
tion, or rather distortions in 
competition, affects not only 
banking business but applies 


to many sectors of the (East 
German) economy.” 

He complained that informa- 
tion delays hod put Commerz- 
bank at an initial disadvantage 
in participating in the tempo- 
rary liquidity credits ibr East 
German companies. 

He referred to a “function- 
aries' mafia” in the East Ger- 
man banking system which 
was keen to secure its future 
by staying on good terms with 
the kombinate (industrial 
groupings). 

Mr Seipp said the hanks in 
the joint venture with Kredit- 
bank had two weeks’ extra 
notice of the liquidity loans. 
These credits, guaranteed by 
the Treuhand (trust), which 
owns most of East German 
industry, hove been set at 41 
per cent of the sums requested 
by the companies for July. 

At first, Mr Seipp said, these 


liquidity funds were only to be 
granted by the banks in the 
joint venture, Deutsche and 
Dresdner. “This was only 
chang ed after our strong inter- 
vention in East Berlin.” 

Pointing out that outstand- 
ing corporate loans - around 
DM130bn ($79.3bn) - were being 
administered by the joint ven- 
ture, he said this also gave the 
bigger West German institu- 
tions an advantage. 

“We come as a complete 
newcomer. There are cases 
where companies have been 
threatened with having their 
credits terminated if they go to 
another bank.” Bank officials 
also noted that Deutsche and 
Dresdner could later select the 
best of the longer-term corpo- 
rate loans for their own books. 

However, Mr Seipp, said he 
was pleased with the start of 
Commerzbank’s operations in 


East Germany. 

He also announced a 175 per 
cent Jump to DM6 11m in first 
half partial operating profits, 
minding trading an its own 
account, and fadicated that the 
dividend would be increased. 
He also expected a double digit 
percentage rise for the full 
year. 

Expressing optimism over 
the awwwwwfo future In East 
Germany, though criticising 
the size of recent wage deals, 
Mr Seipp Baid the hank had 
begun lending to state-owned 
companies in need of working 
capitaL 

“We are interested in doing 
credit business with companies 
likely to survive.” 

He also said non-German 
companies should enter East 
Germany. “We welcome every 
investment by foreign firms.” 



Iraqi President Saddam Hussein (left) greets Egyptian President 
Horn* Mubarak, who hi mediating between Iraq and Kuwait 

Iraq and Kuwait 
agree to hold talks 

By Victor Mallet in London and Steven Butler in Geneva 


IRAQ yesterday vigorously 
pursued its demands for higher 
oil prices and for $2.4bn in rep- 
aration for oil it claims has 
been “stolen” by Kuwait How- 
ever, tension in the Gulf eased 
with the announcement of 
talks between Kuwait and Iraq 
this weekend. 

Iraq repeated its call for the 
Ogee reference price to rise to 
£5 -a barrel from the current 
$18 at the half-yearly Opec 
ministerial meeting in Geneva. 

Opposition in Opec to raising 
the reference price has all but 
collapsed, although Mr Rashid 
Salem al-Ameeri, the Kuwaiti 
Oil Minister, said the $25 target 
was "not reasonable.” Last 
night oil ministers were trying 
to fashion a compromise 
between member states favour- 
ing a modest increase to $20 
and those supporting Iraq. 

President Saddam Hussein of 


Iraq, has threatened the United 
Arab Emirates and Kuwait for 
flouting Opec production quo- 
tas and has sent troops to the 
disputed Iraq-Knwait border. 
However, Egypt said last night 
that Iraq and Kuwait would 
have direct talks in Saudi 
Arabia at the weekend. 

Arab and western diplomats 
in the Gulf said Iraq had prom- 
ised not to invade Kuwait in 
pursuit of its longs tanding ter- 
ritorial rfaimw, although it was 
still pressing Kuwait to pay 
$2.4bn in compensation for oil 
pumped from the Ruma3a field 
straddling the frontier. Some 
reports suggested Kuwait had 
already offered to pay half that 
amount 

This was the uncompromis- 
ing message taken from Bagh- 
Con tinned on Page 18 
Bullying posture in the Gulf, 
Page 16; Commodities, Page 28 


Britain cuts defence forces as 
peace dividend begins to emerge 


By Alison Smith in London 

SWEEPING manpower cuts are 
to be made In Britain's armed 
services over the next five 
years as part of a large-scale 
restructuring in response to 
historic changes in eastern 
Europe which have ended the 
Cold War. 

Mr Tom King, the UK 
Defence Secretary, told the 
House of Commons yesterday 
he envisaged manpower cuts at 
around 18 per cent, or 57,000- 
taking the armed services 
down to 255,000. The British 
Army of the Rhine would be 
halved, and cuts would be 
made in the number of Royal 
Navy ships and Royal Air 
Force squadrons. 

The cuts do not, however, 
affect the Government's plans 
fin- a four-boat Trident strate- 
gic nuclear submarine force. 

Mr King said the Govern- 
ment's aim was “an orderly 
and planned transition to the 
new world now unfolding,” In 
which the armed forces would 
be smaller, more flexible and 
better-equipped. 

Mr King announced the 
plane as part of the interim 
conclusions of a five-month 


defence review, called Options 
for Change. He said be was 
unable at this point to give fig- 
ures for the “peace dividend,” 
but premised that the revised 
defence spending figures would 
be published In the UK Chan- 
cellor's Autumn Statement on 

savings 

in defence expenditure would 
not Immediately be available 
for spending on other public 
services. In particular, he 
talked of a “service dividend” 
which would be the price paid 
in moving to provide better 
equipment for smaller forces. 

As part of that capability, Mr 
King announced that a new 
strategic reserve division 
would be set up to deal with 
contingencies. It would involve 
tbe Marines as part of its 
amphibious, parachute, airmo- 
bile and armoured role. 

Throughout, Mr King 
emphasised that the changes 
would be dependent on factors 
such as progress on the talks 
to limit conventional forces in 
Europe, a successful conclu- 
sion to the “2 phis 4” talks on 
German unification, and the 


agreement and implementation 
of Soviet troop withdrawals 
from Europe. 

They would also be dis- 
cussed fully with the Nato 
allies, and the German govern- 
ment in particular would be 
consulted about proposed 
'changes in deployment there. 

The review envisages that 
British forces stationed in Ger- 
many could be halved. The 
Army, when reinforced from 
the UK, would go down from 
four to two divisions, and the 
RAF bases would be cut back 
to two. Tbe number dr squad- 
rons would go down from 15 to 
nine, with tbe loss of four Tor- 
nado squadrons and two Phan- 
tom squadrons. 

The EHI01 helicopter pro- 
gramme is still to go ahead, the 
four-boat Trident nuclear sub* 

■ marine force would be 
retained, to maintain the UK’s 
strategic deterrent, as would 
the Royal Navy's three aircraft 
carriers. But the crarent fleet 
of 48 frigates and destroyers 
could be cut to around 40. 
Sma ll company gloom. Page 8; 
Editorial comment. Page 16 
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EUROPEAN NEWS 


Brittan rebuffed oyer EC state aid 


By Lucy KeNaway in Brussels 

SIR Leon Brittan, the EC 
competition commissioner, 
took a bruising yesterday in 
bis attempt to get several mea- 
sures on state aids and compe- 
tition past his 16 Brussels col- 
leagues. 

The most crushing defeat 
was on Ecu20m ($25m) aid to 
be paid to Daimler Benz in Bre- 
men, which Sir Leon argued 
was dearly against the rules 
on aid to the car sector. 

He therefore proposed that 
permission to pay the money 
should be refused, but failwd to 
get the necessary nine votes. 


as other Commissioners said 
that Bremen was an area enti- 
tled to receive region al aid, 
and the subsidy was therefore 
legitimate 

Against bhn was the German 

C ommissioner , Mr Martin Ban- 
gemarrn, and the more left 
wing Commissioners who sup- 
port Mr Brace Millan, the com- 
missioner for regional policy- 

one Commission official said 
last night the defeat boded 111 
for Sir Leon in his efforts to 
pfiijrp state “if he cannot 
get a simple majority b ehind 
w»n on a matter of principle, it 


does not leave his policy 

looking very strong". 

Sir Leon also failed to secure 
the expected approval for Ms 
proposal that tough terms 
should be imposed on the 
merger last year between 
Douwe Egberts and Van NeBe, 
both coffee companies of the 
Netherlands. 

The issue was raised at the 
end of a long meeting, when 
six Commissioners - whose 
support could largely be 
counted upon - had already 
left. 

PflfTrar than rfak talcing the 


Brussels offers flexibility on working hours 


By David Buchan in Brussels 

THE EUROPEAN Commission 
yesterday proposed a new 
directive on working time, say- 
ing that EC governments could 
leave its implementation to 
employers aha unions if they 
wanted to avoid statutory leg- 
islation. 

Offering an olive branch to 
countries like Britain Den- 
mark with little statutory legis- 
lation on labour issues, Ms 
Vasso Papandreou, the EC 
social affairs Co mmissioner , 
said Brussels would be flexible 
about how the directive was 
Implemented, if and when it 
was approved by the Council of 
Ministers. 

However, the directive was 
attacked as “unnecessary «tiH 
unjustified” by Mr Michael 
Howard, the UK Secretary of 
State for Employment. "These 
proposals would mean arbi- 
trary restrictions on the organ- 
isation of work," he said. 
“These restrictions would be 
an artificial obstacle to new 
working patterns and would 
damage job prospects not only 
here but throughout the Com- 
munity." 

Ms Papandreou said she was 
open to the argument that last 
month’s proposal regulating 
part-time work, and yester- 
day's proposal on minimum 
daily and weekly rest periods 
and limited night work, “could 
be achieved through collective 
bargaining" between the two 
sides of industry. But she 
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ftiriai affairs cnntwm ffiifr Vasso Papandreou: open to argument 


warned governments that they 
would still be open to legal 
challenge in the European 
Court if such collective a g r ee 
ments faiM to impimMmt the 
directive. 

The proposed flexibility is 
more likely to be of use to Den- 
mark, which fully supports the 
EC social charter but has strin- 


gent, collectively-bargained 
labour rules, than Britain, 
which strongly opposes EC 
labour legislation and has 
scrapped much of its own. 
Even in Denmark, however, 
many workers are not covered 
by union contracts. 

In response to the British 
argument that EC social legis- 


lation was a diversion from the 
priority of job creation, Ms 
Papandreou stressed that the 
Community had to cater for 
people, not just goods, and 
added that the ro u te to higher 
productivity lay in better work- 
ing mniiitinnii. 


French 
industrial 
output rises 

By William Dawkins 

in Paris 

FRENCH manufacturing 
industry recorded a 6.5 per 
cent rise in output last year, 
which was faster growth than 
in 1988, and it created jobs far 
the first time since 1974, 
according to the Industry Min- 
istry’s annual production 
review. 

It estimates that industrial 
groups created 30,000 net new 
jobs last year, all in small and 
medium-sized companies, 
which increased their work- 
force by £2 per cent By con- 
trast, big companies (with 
more than 500 employees) 
reduced staff by 0.6 per cent 
over the same period, though i 
that Is a much slower rate of i 
job loss than in previous years, ! 
says the study. 

The increased activity has 
helped companies improve net 
profit margins slightly, to an 
average of 3.7 per cent of turn- 
over last year, against 3.4 per 
cent in 1988. "Despite the 
increase In the workfo rce, the 
dynamism of activity and the 
maintenance of moderate sal- 
ary levels has played favoura- 
bly an results,” says the repent. 

However, a separate study 
published by Insde, the 
national statistics institute, 
says this improvement is only 
temporary. Salary increases 
and the costs of keeping up 
high levels of investment this 
year will lead to a profits 
downturn, it warns. 

According to the Industry 
Ministry study, industrial 
exports grew by 7.7 per cent in 
volume last year, the same rate 
as In 1988, and by 12£ per cent 
in value. Output for the domes- 
tic market grew less quickly, 
by 5.6 per cent Ibis allowed 
the average French industrial 
company to export nearly 29 
per cent of Its turnover, the 
highest for five years. 


Belated gesture of openness 


By Leyla Boulton in Moscow 

IN a belated gesture towards 
glasnn st, t he sec re t ive central 

rygnm ittiii t r mlil in reiTly thp pnw- 

w4m>]M of file Soviet Commu- 
nist Party, is setting up a press 
centre. 

The plan was unveiled by Mr 
.Alexander Dzasokhov, the new 
poHtburo member ngpcnsMe fee . 
ideology, in the white-marbled 
splendour of the party’s exclu- 
sive October hotel. 

"We acknowledge the need to 
inform regularly the mass media 
of our country, as well as foreign 
media," he said. flanked by Mr 
Georgy Pryakhin, the head of 
the new press centre. 

"Over the next few months, 
we axe going to try to secure 
meetings for journalists with all 
the leaders of the central com- 
mittee, secre tariat and the poHt- 
buro,” Mr Dzasokhov added. 

UK irony is that tfae central 


committee Is opening up its 
Awr a just days flftw its emascu- 
lation at the 28th party congress 
- which effectively extracted the 
party from the machinery rf gov- 
ernment. 

The poKtburo elected by the 
central committee at the con- 
gress is a colourless body of 24, 
with not a sin g le mtanh er. of gov- 
ernment in its ranks, apart from 
President Mikhail Gorbachev, 
the party’s general secretary. 

The real centre of power is 
now the presidency, as Mr Niko- 
lai Ryzhkov, the Prime Minister, 
and all the other lea ding mem- 
bers of the Government, includ- 
ing Mr Eduard Shevardnadze, 
tho Foreign Minis ter, and Mr 
Vladimir Kryuchkov, the haad of 
foe KGB, have kft the poktbnro 
to tit on foe Presidential Coun- 
cil 

Asked how he saw the role of 


foe new politburo, Mr Dzasok- 
hov's vagueness was adearindi- 
rsttim of hOW the ruling or gans 
of the Communist Party must 
now cart around for a new func- 
tion. 

The October hotel, nu i n v in dad 
by an intimidating blade fence, 
wak previously reserved exclu- 
sively for Communist Party 
guests. 

Recently opened up to visitors 
with hard currency, the hotel 
feature s a luxu rious pine-pan- 
elled auditorium with a hundred 
chandeliers that will house 
fixture press ce ntr e gatherings. 

“By settingup a press centre, 
we will reduce the chances of 
the building bang expropriated,” 
joked one party official, touching 
on th e sensitive subject of foe 
party’s enormous property port- 
folio - estimated at RbsL4bn. 


Russians brave rain to mourn 
singer of the nation’s woes 


By Leyla Boulton 

THOUS ANDS of Russians 
braved torrenti a l rain to pay 
tribute at a Moscow cemetery 
yesterday to Vladimir Vysot- 
sky, the singer who captured a 
nation’s heart with ballads 
about the harsh realities of 
Soviet life. 

On the 10th anniversary of 
his death, Vysotsky’s grave 
was turned into a sea of flow- 
ers as queues of mournful 
admirers stretched well beyond 
the gates of the Vagankov- 
skoye Cemetery. 

“IPs good that it is raining 
today because it sums up peo- 
ple’s mood here,” said Mrs 
Elena Zubova, a 31-year-old 
housewife from a small town 
in the Ural mountains. 1 was 
10 years old when I first heard 
his songs. 1 grew up with him 
so to speak,” she raid, clutch- 
ing a bouquet of daisies. 


Vysotsky, a poet, actor^nd 
balladeer best remembered for 
his gravelly voice and solo gui- 
tar, was a social outcast when 
he died of a heart attack at the 
age of 42. Living on the fringes 
of official disapproval, his 
songs were distributed among 
millions via home-made tapes. 

"He’s still alive to this day,” 
g gid a language teacher in her 
thirties who declined to give 
her name. "He represents 
everything for us. He’s as great 
as Pushkin," she added, accom- 
panied by her engineer hus- 
band, who was carrying a bou- 
quet of pink roses. 

“I love, respect, and value 
Vysotsky," said Mr Gennady 
Fomin, a 50-year-old who 
described himself as a philoso- 
pher. 

Vysotsky, who was married 
to Marina Vlady, a French act- 


ress, encapsulated the hopes 
and frustrations of people 
around him with a humour 
and vivid imagery unrivalled 
by any other Soviet artist 

One song, "Citizens, Why 
Push?" was about an ove rc row - 
ded Moscow streetcar. “Dear 
ones. Why grumble? We’re all 
passengers in this society, we 
all live tearing off tickets, we 
ride through life like in a 
streetcar.” 

Although he wrote 800 songs 
in his lifetime, Vysotsky only 
gained official recognition after 
Mr Mikhail Gorbachev came to 
power in 1985. Four years ago, 
the Official Writers Union (of 
which Vysotsky was never a 
member) established a commis- 
sion to document the "literary 
heritage” of Vysotsky. 
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vote and losing it. Sir Leon 
'decided to postpone the ques- 
tion for a fixture meeting . and 
it is sow not clear whether it 
will be decided before the sum- 
mer break. 

This Is the second time that 
the aflhlr has had a rough ride 
in Commission. It is highly 
controversial as it would 
involve the Commission anting 
against a coffee monopoly in 
Benelux, which Sir Leon's 
opponents argue is a matter for 
the local monopoly authorities, 
not for the Commission. 



East German leader hints at 
deal with coalition partner 


mmmm 


Sir Leon Brittan 

Crackdown 
ordered on 
Armenian 
militants 

PRESIDENT Mikhail 
Gorbachev cracked down on 
nationalist militants in 
Armenia yesterday, threaten- 
ing to use force against armed 
groups if they did not surren- 
der their weap ons i n 15 days, 
Reuter reports from Moscow. 

Tass news agency said Mr 
Gorbachev issued a decree 

nr rtoriwg all <ll§g al g r n i Tp a (O 

disband and hand over weap- 1 
ons, ammunition and explo- 
sives to Interior Ministry 
troops. 

"The decree calls on republi- 
can and local organs of power, 
the Soviet Interior Ministry 
and the State Security Commit- 
tee (KGB) to ensure the confis- 
cation of these weapons if this 
demand Is not met,” Tass said. 

Tass said the decree applied 
to all illegal armed groups, but 
it was clearly intended to 
tackle militants in the 
southern republic of Armenia, 
responsible for a series of raids 
on Soviet troops in recent 

Clashes -eru pted in th« capi- 
tal, Yerevan, in late May when 
about 30 people were killed in 
clashes between troops and 
militants. About a dozen died 
in one incident, when guerril- 
las ambushed troops at Yere- 
van railway station. 

Gorbachev’s crackdown fol- 
lows warnings by Soviet mili- 
tary leaders in Armenia that 
armed groups were operating 
with the tacit approval of the 
government in Yerevan. The 
official Soviet media has put 
their strength at tana of thou- 
sands. 

The head of the Interior 
troops. General Yuri Shatafin, 
recently visited the republic 
and accused the Yerevan gov- 
ernment of conniving with th*» 
armed groups, which have 
amassed huge armouries in 
attacks on Soviet troops and 

inataTTaHnna 

Mr Gorbachev’s dear warn- 
ing that he would override Yer- 
evan and use troops under 
direct Kremlin control, marked 
a radical step in his battle 
against militant nationalism. 

Use of troops in the past has 
caused serious bloodshed. 

About 200 people were killed 
in January when troops were 
sent into the Azerbaijani capi- 
tal Baku to break a nationalist 
blockade of the city. 

Polish farm deal 

Polish farmers who paralysed 
the country with roadblocks 
earlier this month, said yester- 
day they had accepted a gov- 
ernment aid package aimed at 
stopping farther protests, Reu- 
ter reports from Warsaw. 

The two sides said they had 
agreed on higher grain prices, 
low-interest credits and aid to 
the straggling dairy sector. 


By Leslie Colitt in East Berlin 

MR Lothar de Malziere, East 
Germany's embattled Prime 
Minister, yesterday appeared 
ready to compromise with his 
Social Democratic (SPD) coali- 
tion partners, who are threat- 
ening to ghanHnw the Govern- 
ment tomorrow if he does not i 
make important concessions. < 

The Prime Minister indicated < 
he might agree to the SPD’s 
key demand that December's 
elections in East and West Ger- i 
many be unified afl-Ger- i 
man poll rathor than separate 1 
polls held under different rules ] 
for East and West Germany. 
But he suggested a lower hur- ] 
die for gmail parties than there i 
is at present to West Germany, i 
where parties must win 5 per i 
cent of votes nationwide to 1 

enter parliament. • 

A crucial test of Mr de Mai- 1 


ztere’s intentions, and those of 
his CDU allies in Bonn, will 
come when German unity com- 
mittees of the East and West 
German parliaments meet 
today in Bonn. The S PD said it 
would sever links with the 
coalition if the CDU failed to 
i ^wnp out in favour of unified. 
pfcrHriTui and a joint electoral 
law. 

Continuing dialogue with 
the SPD, Mr de Maizfere sched- 
uled a "crisis meeting* tomor- 
row to try to forestall a crip- 
pling defection. 

The small Liberal party split 

with the on Tuesday 

in protest at the Prime Minis- 
ter’s previous insistence on 
separate elections in East and 
West Germany on December 2. 
Separate polls would benefit 
the Christian Social Union, the 


Bavarian sister-party ofChan- 
cellor Helmut Kohls CDU in 
Bonn. But they would also aid 
the Communists in East Ger- 
many, siphoning off votes from 
the SPD, which hopes to 
unseat Mr Kohl as Chancellor. 

Two liberal ministers f a fle a 
to attend a cabinet meeting in 
East Berlin yesterday but said 
they were prepared to. rem ain 
in office as "acting’^ mmisters 
as long as the Prime Minister 
did not replace them. • . 

This could serve as a modal 
for the SPD if it decided it had 
to 3han<to n the co alitio n. The 

Social Democrats hold six cabi- 
net posts, including the 
Finance Ministry, and are 
loath to relinquish responsibil- 
ity for governing East Ger- 
many in the run-up to unifica- 
tions with West Germany. 


Election differences closer 

fray tempers in ‘^Slapita 

the Bonn coalition 

By David Marsh in Bonn and Leslie Colitt in Berlin 


THE CONSERVATIVE and 
Liberal partners in the West 
German coalition swapped 

inmlta yesterday aftw* aigns of 

break-up in the East German 
Government unleashed a tide 
of venom about all-German 
piw»Hiw« wyt December. 

But the Social Democrats 
(SPD), in apposition in Bonn 
but an uneasy partner of the 
Christian Democrat-led Gov- 
ernment in East Berlin, said 
they would compromise over 
the electoral system to be 
adopted in the December 2 poU 

Ms Herta Daubler-Gmelin, 
one of the SPD’s vice-chair- 
men, said the party was ready 
to reduce the 5 per cent voting 
share hurdle which West Ger- 
man parties presently have to 
surmount to w**”* pnMmat 
But she repeated the SPD’s 
calls for the whole of Germany 
to goto the polls in December 
with a imtfled electoral system. 

The political squabbling 
reflects efforts above all by the 
Christian Democrats (CDU) 
anil forir conservative allies in 
East and West Germany to 
secure maximum seats to the 
coming aB-German parliament. 
However, in view of public dis- 
taste for what is widely seen as 
attempted gerry-mandering, 
the tactics eould backfire by 
upsetting Chancellor Helmut 
Kohl’s prospects of a sweeping 
victory in December. 

The rmwiiigraMp prestige of 
Mr Lothar de -Maiziere, East 
.Germany’s Prime Minister, has 
also plummeted as k result of 
the conflict So, too, has that of 
the Liberals and the Social 
Democrats who threa t e n e d also 
to desert the coalition tomor- 
row if the Premier did not 

make Im p o rtant rnnffMrioiM. 

Many East Germans, having 
only just emerged from the 
recent Communist dictator- 
ship, now harshly rrttiHiw the 
new democratic p a r ti e s for vio- 
lating the confidence placed in 
them in the elections last 
March. A growing cynicism is 
taking root which if it deepens 
does not augur well for demoo- 
racy east of the Elbe. 

The East German news 
agency ADN said yesterday 
that foe people who brought 
down a dictatorship last 
autumn now felt like powerless 
and uncomprehending extras 
who were watching a Govern- 
ment squabble. 

Many East Germans who 
fear the loss of their jobs and 


ppsdhte unaffordable flats in 
the near future find it difficult 
to comprehend what is to them 
a wholly esoteric debate. 

The debate forced rivalry in 
foe Bonn coalition to surface 
again yesterday as the Chris- 
tian Social Union (CSUX the 
000*8 Bavarian sister party, 
accused the liberal Free Demo- 
crats (FDP) of potentially help- 
ing to foment a “coalition cri- 
sis" in Bonn. Mr Otto 
Lambsdorff, the FDP leader 
and chief protagonist in foe 
dispute over the December vot- 
ing arithmetic, strongly 
defended himself against 
charges that he wanted to 
“explode” the Bonn coalition. 

The political squabbling 
reflects efforts above all 
by the Christian Democrats 
and their conservative 
allies in East and West 
Germany to secure 
maximum seats in the 
coming all-German 

partiaTngnt. 

The CSU would be the ™in 
beneficiaries of Mr . de 
Mazmre*8 Iwdatonng . that foe 
poll should be carried out 
under two different voting 
systems in east and west This 
is because, under separate elec- 
toral regulations in the east, 
the CSlTs East German part- 
ner, the German Social Union 
(DSU), would be reasonably 
assured of a place in foe all- 
German parliament 

Mr Theo Waigel, foe Bonn 
Fmann a Mhria fwr anil pJiaiymaw 

of the CSU, said the debate 
unleashed by the East German 
Liberals over the elections was 
stupid. Mr Alfred Dregger, 
lp^npi- .of the' Christian Demo- 
crat and Christi an Social par- 
liamentary grouping in Bonn, 
called the Liberals’ decision 
“small-minded” and likely to 
"damage Germany”. 

The FDP counterattacked by 
strongly -criticising the Chris- 
tian Democrats’ readiness to 
side with the Conner East Ger- 
man Communist Party, the 
PDS, in (Mending a separate 
East German voting system. 
Mr Hermann Otto Solms, dep- 
uty chairman of the Free Dem- 
ocrats’ parliamentary grouping 
in Brain, said the CDU was lin- 
ing up with “pigs” and “crimi- 
nals” in advocating separate 
voting methods. 


to being 
named capital 

By David Marsh In Bonn 

THE West Gennan- government 
yesterday gave a strong vote of 
Support to waking Berlin the 
ca pital of a united Germany, 
adding to uncertainties amo ng 
Bonn ministries and foreign 
lyihassiM over whether to pre- 
pare for a move. 

Mr Rudolf Seftero, Chancel- 
lery Minister, who has played a 
leading rale in negotiations 
on German unity during the 
past few months, said in an 
interview: *T personally beBeve 
there is no way round Bettor 
becoming the capital. Every- .' 
thing else would be an flto- 


Mr Setters however left open 
wheth er Bonn and Bet tor oradd 
share government func- 

tions, saying the interests of the 
two competing cities would, 
need to be “ coo r dinate d.*’ - 

Partly because of strong 
opposition, to Berlin among foe 
West German Under (states), 
Mr Bdmnt K oM, fo e Chancel- 
for, favours moving the capital 
to Berlin but - at least for an 
interim period - keening Bonn 
as seat of g over nm ent. 

There to strong speculation, 
that foe West German Environ- 
ment Ministry could become the 
flHJ ga wurnmmit Institution to 

make a move to Berlin. Mr 
Klaus Topfex, foe Environment 
Minister, a keen personal sup- 
porter of Berito. says that no 
derision has been taken. 

The West -German- Foreign 
Ministry Iim meanwhile recom- 
mended .foreign embassies in 
Bonn maintain their c ur rent 
dipjornatie representations in 
East Berito as “AussensteBen’* 
(branches) after unity of foo 
two Germanys at the end of foe 
year. A mbass a do rs accredited 
to East Germany will leave the 
country before foe aEGaman 
elections on December 2, as 
Bonn takes over toW reranut 
hility. 

to view of foe strong pro-Ber- 
lin feelings af Mr Hans-Dietrich 
Genscher, the Foreign Minister, 
foe move to bring interpreted 
by some foreign diplomats asa 
signal that Berito will become 
foe “capitaHn- waiting” after 
December 2. 

The US and French go v e rn -, 
mente still own the land where 
toeir pre-1945 embassies stood -. 

tm the Pariser Plate in East Ber . 

Jfrftose to the former Walt 
R ntoin however has given, up -- 
its rights to the old pre-1945 
embassy and win have to make 
“owifo extending its present 
cramped bui lding on Ureter den.' ' 
linden. 


Irish give go-ahead for Sandoz 


The International Monetary 
Fund has offered Romania 
technical assistance to help its 
transition to a market econ- 
omy but said reforms shnnidi 
be Introduced quickly, Roma- 
nian radio said yesterday. Ren- 
ter reports. 

An IMF delegation ended 
three weeks of consultations 
with government offi rials at 
the weekend over Romania’s 
plans to rescue its crippled 
economy. 

The radio said the IMF 
would help with reforms to 
Romania’s hanking sector and 
with tax and budgetary issues. 


By KTeran Cooke In Dublin 

SANDOZ, the Swiss chemicals 
company, has been given the 
go-ahead by the Irish planning 
authorities for an I£170m 
(£153m) pharmaceuticals fac- 
tory at Rtogaskiddy, County 
Cork, despite protests from 
environmentalists and resi- 
dents. 

The planning authorities 
have specified that Sandoz 
must comply with what are 
widely agreed to be the most 
stringent environmental condi- 
tions ever imposed on an 


industry setting np in Ireland. 
Campaigners against the 
Sandoz factory are now consid- 
ering whether to take their 
case to the Irish High Court 

The plant will eventually 
employ 250. The Cork area has 
a concentration of digwimk 
factories and local residents 
have frequently complained 
about noxious smells and 
water pollution to Cork har- 
bour. 

Last year Marion Merrell 
D°w, the pharmaceuticals sub- 


Doubts over a small Dublin hospital recall a great poet’s warning 


IN 1925 William Butler Yeats, 
poet and senator in the Irish 
parliament, made an impas- 
sioned plea for the acceptance 
of Protestant ideas in the new- 
ly-formed Irish Republic. 

"If you show that this coun- 
try, Southern Ireland, is going 
to be governed by Catholic 
ideas and by Catholic ideas 
alone, you will never get the 
North . . . you will put a wedge 
into the midst of this 
nation ... you are now going to 
act on the advice of men who 
do not express the poetical 
mind, but who express the reli- 
gious mind ” 

The immediate subject under 
discussion was legislation pro- 
hibiting divorce in the repub- 
lic. Yeats, a Protestant lost his 
case. Divorce is still outlawed 
in Ireland. 

Now a smaller but none the 
less vital battle is being waged 


against what is seen as the 
domination of Roman Catholic 
ideas. The Adelaide hospital in 
Dublin is the last surviving 
Protestant teaching hospital in 
the republic. While the Ade- 
laide operates entirely within 
the law - it cannot for 

By Kieran Cooke 
in Dublin 

instance perform abortions, 
which are prohibited in the 
republic - It does perform 
operations such as vasectomy 
and female sterilisation. Such 
operations are almost impossi- 
ble to obtain in either Roman 
Catholic-run state hospitals, 
where nursing and medical 
staff are strongly Influenced by 
Roman Catholic teaching. 

Now the Adelaide is threat- 
ened with closure. Under gov- 


ernment plans, the hospital is 
to be amalgamated with two 
others. 

"The Adelaide retains what 
we rail a Protestant or liberal 
ethos,” says Dr David McCon- 
nell, chairman of the hospital’s 
board. "This means that our 
practices are based solely on 
the doctor/pafient relationship, 
free from any outside influence 
or interference.” The fear is 
that Roman Catholic ideas will 
predominate. 

The Adelaide is a small hos- 
pital with only 180 beds. Bat 
the outcome of arguments over 
its future is being keenly 
watched by Protestants on 
both sides of the Irish border. 

Protestants within the 
republic - they make up less 
than 5 per cent of the popula- 
tion - say the Roman Catholic 
church has succeeded in exer- 
cising iTiflnwnrg over virtually 
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every aspect of Irish life. This 
Is contrary to the spirit of the 
Irish constitution and Iim only 
served increasingly to margin- 
alise the Protestant minority, 
they say. 

The Adelaide wants assur- 


ances that if it is to be amal- 
gamated with other hospitals 
its Protestant "ethos” must be 
preserved. The Government 
says it is sympathetic to the 
Adelaide’s position and wants 
matters to be resolved in dis- 
cussions among the three hos- 
pitals concerned. 

"We are not willing to be 
homogenised,” says Dr McCon- 
nell. “The distinctive traditions 
of the Adelaide are not some- 
thing to be bartered in discus- 
sion. We either are what we 
are or we disappear. This is an 
important test as to whether 
the Government really wants 
Protestant ideas and traditions 
to be preserved here.” 

Not only Protestants but 
many Roman Catholics are 
fighting the Adelaide corner. 
They accuse both church and 
government of hypocrisy on 
many matters. While abortion 


remains illegal in Ireland many 
thousands of Irish women 
travel to England each year to 
have such operations. 

Recent court judgments 
mean that groups in Ireland 
who discuss abortion or offer 
counselling to women with 
unwanted pregnancies are lia- 
ble for prosecution. Two Dub- 
lin clinics which have in the 
past given such counselling are 
taking their case to the Euro- 
pean Court of Human Right®, 
claiming the Judgments of the 
Irish court go against EC rul- 
ings on freedom of informa- 
tion. 

The anti-abortion lobby is a 
powerful one. Amniocentisis, 
the medical procedure which 
can trace foetal abnor malities. 
Is almost impassible to obtain 
in the republic. The reasoning 
is that if foetal abnormalities 
are found, a woman might 


deride to have an abortion. 

In other matters, ranging 
from limitations on various 
contraceptive methods to foe 
lack of sex education in 
schools, many feel that the 
Roman Catholic church has 
fed way tor too long. Plot 
estants say their rights have 
been slowly eaten away by a : 
state which has become 
increasingly Soman Catholic. 

Yeats argued that foe Protes- 
tant minority contributed a i 
great deal to Irish life. It 
should have its ways pre- 
served: “I am proud to consider 
n^self a typical man of that 
minority. We, against whom 
you have done this thing »» 
no petty people. We areolae of 
foe great stocks of Europe.. . 
We have created the moat of 
the modern literature of this 
country. We have created the 
best n olitir ai inteDig e p ce. " ■ 


sfcfery of Dow, the US' cbem£ 
«fef»mpany, pulled oat of in 
Kgfon project in the Cork area 
•after protesters , had raised *• 

The hidustrial Development 
Authority, the Irish state body 
responsible for promoting' 
toward investment, said lhe 
owmon on Sandoz meant that 
ftufora: tavMtmoate could be'. 
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WORLD TRADE NEWS 



fy Poor nations blame rich for stalling trade talks 


By Peter Mantagnen and tfUftun Dullforce in Genova 


«cial 


DEVELOPING countries vU! 
today make a formal protest 
over the lade of progress at 
this week's meeting d the Uru- 
guay Round Trade Negotia- 
tions Committee. 

The protest wiff be made by 
Mr Rubens Ricupero, Brazil's 
ambassador to rta«_ 
lle is expected to tell the 
dosing session of the TXC the 
leading Industrial powers lade 
the political will to square up 
to vital Issues such us reform 
of trade in (arm products and 

textiles. 

The decision to make the 
protest was taken yesterday- at 
a lively meeting of developing 
countries which registered no 


fewer than 32 complaints about 
the conduct of this week's 
talks. 

Delegates complained that 
they had been led to believe 
that substantive negotiations 
would take place here. Ten 
African countries sent delega- 
tions despite the cost involved, 
And Malaysia earae with 14 offi- 
cials who have had virtually 
nothing to do. 

Instead, they sold, the Indus' 
trial powers appeared to have 
decided in advance to defer 
tackling the real problems 
until the autumn, aggravating 
the time constraints now fac- 
ing Uruguay Round negotia- 
tors. 


Mr Rlcupero is expected to 
say that the developing coun- 
tries arc prepared to negotiate 
constructively, even on issues 
where they have been accused 
of staffing In the past, such as 
Gatt's article allowing them to 
restrain imports for balance of 
payments reasons. 

However, a senior US official 
said there was no evidence 
that this was the cn.sc. Devel- 
oping countries had not conic- 
to Geneva prepared to offer 
many concussion*. For 
instance, the tariff cuts offered 
by the ASEAN countries and 
India hod been too small. 

Earlier this week. Mr Julius 
Katz, Deputy US Trade Repre- 


sentative, complained that tar- 
iff reductions offered so Car by 
Uruguay Round participants 
amounted to less than half the 
targeted 33 per cent. 

Despite the Ill-feeling among 
developing countries and some 
smaller industrial states, such 
as Switzerland, at the outcome 
of this week's meeting, Euro- 
pean and US officials sold It 
had in fact created a strong 
basis for the final four months 
of the Round. 

The European Community 
was now openly committed to 
serious negotiation on farm 
reform. Participants were also 
working towards a strict time- 
table for the rest of the discus- 


sions, which. Mr Arthur Dun- 
kel, Gatt's director-general, is 
expected to announce today. 

This would include setting a 
date in the first week or Octo- 
ber for placing the TNC in per- 
manent, If informal, session so 
that top trade officials could be 
called In to resolve blockages 
over crucial agenda items. 

Participants are also likely 
to agree on October 15 os the 
deadline for making their 
offers to improve market 
access. These are to inelude 
proposals for tariff cats, the 
removal of non-tariff barriers 
to trade as well as special con- 
cessions for natural- resource 
based and tropical products. 
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Gatt to draw up tighter rules for waivers 
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By William Ouflforco in Geneva 

THE GROUND has been laid Ln the 
Uruguay Round for removing the waiver 
from Gatt rules that the US secured In 
1355. enabling It to restrict agricultural 
imports. However, the US continues to 
make the removal conditional on a suc- 
cessful outcome to the talks on the reform 
of world farm trade. 

It has also been agreed that all other 
waivers should be eliminated by agreed 
dates and that in future any waivers 
granted will be subjected to much stricter 
conditions. 

The changes to article XXV, under 
which the US was granted its now notorv 
ous waiver, are among those listed as 
already effectively agreed in the report to 
the Round's Trade Negotiations Commit- 
tee this week from Mr John Weekes. chair- 


man or the group negotiating improve- 
ments to Gatt articles. 

Earlier this year the European Commu- 
nity failed in an attempt to challenge US 
restrictions on imports of sugar. A Gatt 
disputes panel upheld the US right to 
exploit its waiver. 

Under the amended rules Gatt will have 
to state the exceptional circumstances Jus- 
tifying its decision to grant a waiver. It 
will have to spell out the terms and condi- 
tions governing the waiver and set a date 
for its end. Any waiver grunted for more 
than one year will be reviewed annually to 
determine that the exceptional circum- 
stances cited still exist and that the condi- 
tions attached to the waiver have been 
observed. 

Another amendment to a Gatt article 


which has been agreed in practice would 
improve the mechanism under which gov- 
ernments negotiate modifications of their 
tariff schedules. Another amendment to an 
article would require governments to 
ensure that state trading enterprises com- 
ply more effectively with Gatt's principle 
of non-dlscri minatory treatment when 
buying and selling. 

Mr Weekes" report shows failure to 
agree on stricter rules for trade protective 
measures introduced by countries citing 
difficulties with their balance of payments 
(BOP). The report summarises the argu- 
ments ndvanced by the industrial coun- 
tries for tightening the BOP provisions bat 
notes that the group has not been able to 
agree even that the issue should be a sub- 
ject for negotiation. 


Shaky start 
to EC talks 
with Efta 

By David Buchan in 

Brussels 

NEGOTIATORS for the 
European Community and the 
European Free Trade 
Association yesterday ended 
their first bargaining session 
on creating a European 
economic area divided over 
issues such as transport, public 
procurement, competition 
policy and institutional 
structure. 

Many differences arise out of 
Efta's request for exemptions 
from EC rules. EC officials 
expressed concern at the 
number of exceptions tabled by 
Efta, and said these had to be 
kept to a minimum, must be 
related to safeguarding vital 
Efta interests and be limited in 
time. 

Switzerland and 
Liechtenstein appeared to be 
trying to opt out entirely of EC 
rules governing free public 
procurement, complained EC 
officials. 

Efta officials said they 
wanted an improved free trade 
zone, leaving an &C-£fta 
customs union as a later 
option. In the services field, 
Efta said it would prefer 
broadcasting across the 
frontiers of the 19-states 
involved to be covered, net by 
EC law, but by the convention 
of the Council of Europe of 
which Efta states are members. 


Taiwan’s trade 
with China rises 
sharply over year 


By Peter Wlckenden in Taipei 

INDIRECT trade between 
Taiwan and China reached 
5373.7m In May, a 22 per cent 
increase compared to May last 
year, Taiwan’s Board of For- 
eign Trade reported. 

Indirect trade across the 
Taiwan straits plunged after 

the T iananm en Square inci- 
dent last June, but has shown 
a steady recovery this year on 
the back of increasing Taiwan- 
ese investment in China. 

Quoting Hong Kong customs 
figures, the organisation said 
that Taiwan's May exports to 
China totalled 5303.34m, up 18,9 
per cent on May 19S9. Imports 
increased by more than 40 per 
cent to reach S70.42m. Trade up 
to May this year was worth 
$L49bn, down 0.3 per cent on 
the same period last year. 

Taiwan's exports to May 
dropped 0.1 per cent to $l.03bn, 
while imports from China grew 
by 18.7 per cent Bilateral trade 
is expected to exceed Wbn this 
year. 

Exports to China consist 
mainly of industrial raw mate- 
rials and parts, particularly 
man-made fibres and cloth (39 
per cent), machinery and 
equipment (10 per cent), elec- 
trical machinery and compo- 
nents (ll per cent), and plastic 


raw materials (X0 per cent). 
Exports oC television tubes, 
plastic and shoe manufactur- 
ing machinery were among 
items that have seen a dra- 
matic fall in exports to China 
this year. 

Imports from China are pri- 
marily medicine and frozen 
fish , both of which are showing 
strong growth. Currently 
Taiwan allows 151 items to be 
imported from China. It Is now 
considering expanding the list 
to reduce rampant smuggling 
across the strait by fishin g 
boats. 

• Taiwan's Commercial Times 
reported that Chinese and Tai- 
wanese business groups plan 
to set up a joint venture bank 
in China's FUjian Province. 

Directly opposite Taiwan, 
Fujian attracts the majority of 
Taiwanese investment in 
China and will be the focal 
point of direct trade when 
Taipei allows it. possibly 
before the end of this year. 

So far this year 160 Taiwan- 
ese companies have applied to 
invest in Xiam en. Fujian Prov- 
ince, twice the number in the 
first half or last year. Invest- 
ment in China is becoming lon- 
ger term, and more capital and 
technology intensive in nature. 
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Poland eases curbs on 
exports to Soviets 

By Chri*topft*r Bobinakl in Warsaw 
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THE POLISH Government has 
eased Its attempts to limit 
exports to the Soviet Union 
under pressure from compa- 
nies dependent on the Soviet 
market. 

The Government has 
accepted that sales at machin- 
ery and equipment under the 
terms of a trade protocol for 
199Q should reach Rhs2.6bn and 
not the Rbsl.tibn originally 
envisaged. 

The decision is Important to 
exporters as those who sell 
within protocol limits receive 
Z1 2.100 for every rouble earned 
while those who go over the 
protocol get Z1 MOO less,. As it 
is the export figure will still be 
lower than lost year's Rbs&Obn 
of Polish machinery sales to 
the Soviet Union and the 
Rbs4bn worth that Polish com- 
panies wanted to export this 
year. 

The government decision 
came offer months- of intense 
lobbying by Polish companies. 
These faced collapse if the' 
Soviet market had been closed 
to them. 

Goods on the additional list 
are those which Poland thinks 
it will be able to sell to the 
Soviet Union next year when 
hard currency pricing is 
adopted and which this year do 
not require a subsidy. 

Originally the trade protocol 
for 1990 envisaged RbsS.Sbn 
Polish exports to the Soviet 
Union and Rbs5.1bn imports. 

A 37 per cent drop in Soviet 
deliveries has meant that after 
six months of this year Imports 


were worth Rbsl.7bn while Pol- 
ish exports had reached 
Rbs3-2bn and the surplus hod 
mounted to Rhsl.fi bn. 

The surplus Is dismaying tbo 
Poles who want the Soviet 
Union to rednee its Rbs5bn 
debt on the grounds that it 
arose when Poland was over- 
charged for construction work 
on Soviet pipelines. 

• The Franco-Italian group 
Avkms de Transport Regional 
(ATE) will supply Poland’s 
national carrier LOT with 
eight short-range airliners 
under a SlOOm deal signed here 
this week, a LOT spokesman 
said, Reuter reports from War- 
saw. 

The arrangement is being 
financed by a consortium of 
banks ; headed by Banque 
Nationale de Paris which will 
buy the twin-turboprop ATR- 
72s and lease them to LOT, be 
said. 

■ LOT wilt become the 'owner 
of the- aircraft alter paying 
back their cost value, but the 
spokesman decline to say to 
say when this would occur. 
The first aircraft would be sup- 
plied ln June 1991 and the last 
to 1991, he said. 

The ATR-72S, with wings 
mounted above the fuselage, 
have a range of 1,000 miles 
(1,600km) and can carry up to 
72 passengers. 

They will replace 11 twin- 
prop Soviet-made Antonov-215, 
which have an average age of 
20 years and are currently used 
on domestic routes. 



Embraer hopes to 
win bigger market 
with new aircraft 

By Christina Lamb in Rio de Janeiro 
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EMBBAER. the Brazilian 
state-owned aircraft maker, is 
to launch its CBA123 19-seat 
passenger aircraft next week, 
in an attempt to increase its 
world market share for 
regional and. feeder airlines to 
-15 per cent by the end of the 
decade. 

The aircraft is the first 
industrial joint ventufe 
between Brazil and Argentina 
and the outcome of a coopera- 
tion treaty signed between the 
two neighbours in 1986. The! 
Argentinian company, FAMA, 
has reduced its third share in 
this $300m project to 20 per 
cent. There are already 300 
orders for the aircraft, which 
completed its maiden flight 
last week. 

Embraer has 39 per cent of 
the world regional airline mar- 
ket, with its 30-seat Brasilia. 
One of the most popular 
regional aircraft, it is used in 
15 countries and one Is as 
likely to fly in a Brasilia in 
Norway as in Angola. 

Mr Heitor Serra, the com- 
mercial director, says the com- 
pany is particularly targeting 
the US, where it wants to push 
up its share of seats from ll 
per cent to 20 per cent by the 
year 2000. 

In the past, hostile trade 
relations between the two 
countries has led the US to 
delay deliveries of Brasilia^. 
On August 2, Embraer will 
sign a 5250m contract with the 
US airline, Northwest, to pro- 
vide 30 Brasilia aircraft with 
an option for a further 35. This 
follows a contract to supply . 
four aircraft to TAT, the fourth 
largest French airline. 

By 1992 Embraer hopes that 
the Brasilia and the CBA123 
will be joined by a larger air- 


craft, the EMB145, which will 
be Brazil’s first Jet-powered 
passenger aircraft. The 40-sea- 
ter is being financed by an 
innovative scheme involving 
the creation of an offshore 
investment fund. Mr Serra 
explains: “The CBA123 
exhausted our funds, so for the 
145 we Invited our ten major 
suppliers to participate with 
risk capital, while we asked 
banks and leasing corporations 
to participate on a debt basis.” 
Set up last October, the fond 
has provided 5180m, which will 
be repaid on the basis of royal- 
ties once the aircraft starts 
selling. 

Mr Serra sees the opening of 
eastern Europe, the EC's single 
market and the deregulation of 
airlines in Australia, as well as 
new closer trade ties with the 
US, . as opportunities for 
Embraer to increase its 
regional airline market share 
with its range of three models. 

Although the focus is now 
very much on commercial and 
civil aircraft, Embraer’s largest 
order this year is one to supply 
the French air force with 80 
Tueanos, the company’s suc- 
cessful turbo-prop trainer, 
which is used in 12 countries 
and also produced under 
licence by Shorts. The 
FFrL2bn (£120m) contract is 
expected to be finalised on Sep- 
tember 15. 

This contract will help 
Embraer’s sales top SSOOm this 
year. Last year the company 
made a profit of 589m on sales 
Of 5692m, of which 5505m was 
export revenue, making the 
company Brazil's sixth largest 
exporter. This was a consider- 
able upswing from 1988, when 
it made a loss of $35m on sales 
of 5519m. 
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Mandela admits 
ANC guerrillas 
hard to control 


Baker braced for Asian criticism of US policy 


By Lionel Barber In Washington ‘ 


Iran fails 
to foil 


By Patti Wakfmelr in Johannesburg 


MB Nelson Mandela, deputy 
president of the African 
National Congress (ANC), yes- 
terday admitted that the ANC 
could not control its armed 
wing, Umkhonto we Slzwe. 
some of whose members have 
recently been arrested by Pre- 
toria in connection with an 
alleged plot to overthrow the 
government. 

Mr Mandela, who addressed 
a press conference following 

the end of a two-day meeting of 
the ANC’s national executive 
committee, denied the exis- 
tence of such a plot and 
emphasised that negotiations 



Mandate; bad c ommuni cations 

with Pretoria were still on 
course. "I know of not one sin- 
gle ANC member who does not 
su ppo rt peaceful negotiations,” 
he said. 

However, he later admitted 
that the ANC was having diffi- 
culty ffo mrnmdaatfwg ' this mes- 
sage to its guerrilla fighters. 

He said this was because the 
movement had not yet built up 
organisational structures and 
lines of communication after 30 
years as an illegal organisa- 
tion. 

Pretoria has made a number 
of arrests of ANC guerrillas in 
recent weeks, alleging that 
they were involved in a plot 
master-minded by the South 
African Communist Party 


(SACP) to stockpile arms and 
establish safe houses w ith a 
view to overthrowing the state 
if negotiations failed. 

The government believes 
that Mr Joe S3ovo, SACP gen- 
eral secretary and a prominent 
ANC member, was involved to 
these operations and may 
resist his inclusion in the ANC 
negotiating team due to m eet 
government representatives on 
August 6,. 

Further arrests, i nclud ing 
prominent SACP members, axe. 
also possible, diplomats said. 

Mr variola said he had dis- 
cussed the arrests with Mr 
F.W. de Klerk, the President, 
during a meeting last Friday, 
and had asked him for time to 
communicate the ANCTs. mes- 
sage to all guerrillas. 

However, he defended Mr 
Chris F frwi, chief-of-staff of tte 
ANC’s military wing, who has 
recently made a number of mil- 
itant statements, including a 
threat to "seize power” from 
Pretoria. 

He said Mr Haul's com- 
ments, which have angered 
Pretoria, were Intended to sug- 
gest action the ANC would 
take If negotiations broke 
down, and not before. 

Mr Mandela angrily rebutted 1 
the suggestion of a split? within 
the ANC over the issue of 
abandoning the organisation's 
30-year armed struggle. The 
issue of when to suspend hos- 
tilities is understood to have 
been discussed at the executive 
meeting. 

A statement issued at the 
end of the meeting made dear 
that the next session of talks 
between the ANC and Pretoria 
would discuss a suspension, 
although Mr Mandela said no 
halt could he agreed before cer- 
tain long-standing conditions 
had been met, including the 
release of remaining political 
prisoners, lifting the state of 
emergency in Natal province, 
return of exiles, the end of 
political trials and the repeal of 
repressive legislation. 


MR James Baker, US Secretary of State, 
yesterday embarked on a 12-day trip to 
Asia braced for nritiHgm from regiona l 
allies of Washington’s policies on Indo- 
china and 'Vietnamese rrtogees. 

The tour includes stops in Indonesia 
and Singapore, and a first-ever visit by 
a senior US official to Mongolia, the 
former Soviet «rf»nita maMng tentative 
steps toward a multi-party democracy. 

On August 1-2, Mr Baker will hold 
talks with Mr Eduard Shevardnadze, 
the Soviet Foreign Minister, in an effort 
to reach an agreement on a ceasefire 
and subsequent elections -.to end the 22- 
year-old Afghan- war. 

.‘.However tantalising th« prospect for 
peace in Afghanistan may be, Mr Bak- 
er's immediate is to dampen 


criticism in South-east Asia over the 
recent US policy shift on Cambodia. 
Unless he can turn on some of his 
Texas charm, the US risks losing sight 
of other Important goals such as Asia 
Pacific Economic Co-operation - which 
happens to be the Secretary of State's 
pet project 

Mr Baker is due to arrive in Jakarta 
tonight where he will attend a mw^ng 
of the six-nation Association of South- 
east Asian Nations (Asean) and major 
allies such as Canada, Australia and 
Japan. Cambodia thnwtans to do minate 
what is. usually a genteel, somewhat 
ceremonial gathering. ■ - 
.Last week, the Bush Administration 
withdrew support for the. coalition 
figh tin g the Vietnamese puppet regime 


of Hun Sen in Cambodia and 
announced it would hold direct talks 
with Vietnam, ending 15 years of isola- 
tion. The official reason was that the 
murderous Khmer Rouge, the d ominan t 
mSttary faction in the coalition, was in 
danger of sweeping back to pow er. Eve n 
more decisive, however, was congressio- 
nal pressure to dump the Khmer Rouge. 

Asean allies, particularly Thailand 
and Singapore, have started complain- 
ing about a lack of consultation- This is 
a litt le spurious because their diplomats 
in Wash in gton must have detected the 
ev a poration of support in Congress for 
covert aid to the Cambodian resistance 
j md drawn the appropriate conclusions. 
But it does betray hurt sensitivities, 
heightened by dismay that Was hing t on 


appears to have extended recognition to 

a government in Pnomh Penh installed j + g IUO.HCV 

^B^Eteker will counter by e mphas is - 


ing that the US still intends to provide 
aid to the non-communist resistance 
loosely aligned to the Khmer Rouge; be 
will point out that the US is not dealing 
directly (at least, not yet) with Hun 
Sen; and he will offer as yet unstated 
proposals to deal with Cambodia’s 
vacant seat at the United Nations. 

Mr Baker will also attempt to sound 
more flexible on refugees, both Viet- 
namese and Cambodian. This is becom- 
ing a pressing issue because ..the US 
continues to oppose the deportation, of 
Vie tnamese economic migrants against 
their will back to Vietnam. 


By Scheherazade 
Daneshfchu 


Commonwealth pledge 
to work for democracy 


Maude urges end to Peking abuses 


By Our Foreign Staff 


By Robert Mauthner, Diplomatic Correspondent 


CrnEF Emeka. Anyaoku, the 
new Commonwealth Sec- 
retary-General, yesterday com- 
mitted himself to the strength- 
ening of democracy in the 
49-member organisation, winch 
over the last fow years has con- 
centrated. its energies mainly 
an fi tting apar theid In srmth 
Africa.' 

While in no way minimising 
the need for the Common- 
wealth to continue Its involve- 
ment in the «nnpiipi for fa* 
ending of apartheid and the 
eKtaMiftht nimt «tf a democratic, 
non-racial government in 
South Africa. Chief Anyaoku 
clearly . indicated that other- 
important problems must now 
be addressed: He specifically 
referred to the 1972 Singapore 
D ecimation of Commonwealth 
Principles, of which democracy 
Is one of the most important 

“One of the . lessons to be 
drawn from the experiences of 
countries with command econ- 
omies is surely that national 
potential for development can- 
not be folly attained unless the 
people are mobilised suffi- 
ciently to participate folly in 
development" he said. 

He was. making his first pub- 
lic policy statement since tak- 
ing office at a lunch of the Dip- 
lomatic and Commonwealth 
Writers Association in London. 


The Commonwealth Secretar- 
iat had begun to explore ways 

nf lmplt>ny » n tfn g - the 

at the Commonwealth summit 
meeting in Kuala L umpu r last 
autumn, that, the organisation 
should provide assistance to 
.members in organising their 
durt in i w through tiiA provision 
of observer missions. He 
stressed, however, that he 
could only act at the request of 
niiamhm- g ov er nm ents. 

Predicting a resurgence of 
ethnic, racial and religious 
troubles, as well as an increase 
in regional and national con- 
flicts In the 1990s, Chief Any- 
aoku aiwn emphasised that the 
Commonwealth could play the 
role of “a facilitator or conflict 
resolution”. 

On South Africa, the Sec- 
retary-General said that “the 
first tentative steps towards 
the dismantling of apartheid 
axe being taken". With perse- 
verance and a determination 
not to be side-tracked by 
extremist forces, there was “a 
possibility” that Pretoria and 
the democratic forces within 
South Africa could ultimately 
reach an agreement 

Chief Anyaoku expressed the 
hope that he would see the 
re t ur n of South Africa to the 
Commonwealth by the end of 
his five-year term of office. 


THE frosty atmosphere which 
overhung Stoo-British rela- 
tions since the forcible sup- 
pression of demonstrators in 
Peking last year improved 
markedly yesterday when Mr 
Francis Maude, British Trea- 
sury minister, held talks with 
Ii Peng. China 's hardline pre- 
mier. 

Mr Maude, on a visit to 
Peking as minister in the For- 
eign Office, the post from 
which he was transferred ear- 
lier thin week, discussed Issues 
outs tanding on Hong Kong and 
Raid he urged Premier Li Peng 
to make farther “positive 
moves” over human rights 
issues. 

Mr Maude said he did not 
discuss with Li in depth 
Britain's plans to give pass- 
ports to 50,000 key Hong Kong 


people and their families in a 
bid to shore up confidence in 
the colony, but there was “not 
a trace of anger” on the Chi- 
nese side over the issue, Mr 
Maude said. 

This nationality bin, which 
has in the past drawn s t i ngin g 
criticism from China, was 
approved by Britain's House of 
Lords this week and was due 
to become law today. 

Ll showed understanding of 
Britain's position on Hong 
Kong and expressed China's 
willingness to work together 


for the colony’s stability mid 
prosperity, Mr Maude said. 


prosperity, Mr Maude said, 
describing his meeting with 
the Chinese premier, a leading 
hardlin er who played a promi- 
nent role in last year's crack- 
down, as open and positive. 

Mr Maude welcomed the 


release of sense poli ti cal prison- 
ers, the lifting of martial law in 
Peking and Tibet and the deci- 
sion. to allow the dissident sci- 
entist, Prof Fang Llzhi , to leave 
the country as positive steps 
taken by C hina recently. 

China has made it clear it 
hopes Mr Maude’s visit will 
lead to a further' easing of 
Western sanctions to allow a 
resumption of low-cost loans : 
from the 12-nation EC. 

Taking the lead earlier this 
month. Japan said it would go 
it alone and open up a package 
of low-cost government . loans, 
worth more than $5bn 
<£2.74bn). 

“China has given high 
acclaim to friendly gestures 
taken by (British Prime Mlttisi" 
ter Margaret) Thatcher 
recently,” Ii told Hr Maude. 


Over 11,000 queue for UK passports 


By John Elliott 


Australian state may sell assets to balance budget 


By Kevin Brown fn Sydney 


THE Labor government of 
Victoria yesterday said it was 
considering selling the public- 
ly-owned State Insurance 
Office and the Gas and Fuel 
Corporation to raise money to 
balance its budget and meet 
debt interest payments. 

Mr John Cain, the Premier, 
said the government was try- 
ing to meet federal g o ve r n ment 
dem and s for debt reduction by 
the states, and maintain spend- 


ing on services in the face of 
falling federal transfer pay- 
ments. 

“Sales of assets is one way of 
doing it, and that is the con- 
text in which [ibis] is being 
seen,” Mr Cain said. . - 

The Victorian govdthment 
has- presided^over dtetetrvely 
high growth and low unem- 
ployment over the last few 
years, but has built up debts of 
A|25bn (£10.7bn) and is 


thought to be fetimr a budget 
shortfall of 19 to AJlbn this 
year. 

The government also faces 
the costs of several financial 
failures, including the Triconti- 
nenaT merchant bank, the Vic- 
torian Economic Development 
Corporation, atid a guarantee 
to rafond in fidl depomts In the 
crashed Farrow Corporation 
building societies group. 

Mr David White, the state 


industry minister, the gov- 
ernment might seek to retain a 
majority interest in the Gas 
and Fuel C o rpo ra tion, or use a 
golden share or other right of 
veto to keep some control of 


^arevrtvthe proposals were 
immbdiateiS^-' condemned by 
leaders- of -Victoria's powerful 
trade union movement, and by 
left-wing members of the Labor 
Party. 


Kaunda t 

announces 

amnesty 


Fijians consolidate political power 


By Kevin Brown in Sydney 


PRESIDENT Kenneth Kaunda 
of Zambia, fighting to restore 
his political credibility after 
last month’s anti-government 
protests and coup attempt, yes- 
terday announced an amnesty 
for political prisoners, Mike 
Hall writes from Lusaka. 

He also granted opposition 
demands for the re-registration 
of voters for the forthcoming 
referendum on multi-party 
democracy, but said the date 
would have to be moved from 
this October to August 13 next 
year. 

Mr Edward Shamwana, a 
leading lawyer and best-known 


political prisoner, sentenced to 
life imprisonment in 1380 fox 
his involvement in a coup plot, 
will be pardoned with his coi- 


FXJIAN President Ratu Sir 
Penaia Ganilan yesterday for- 
mally proclaimed a constitu- 
tion designed to ensure that 
political power in the South 
pacific fatend state remains in 
the hands of ethnic Fijians. 

la an address to the nation , 
broadcast from Government 
House in Suva, Ratu Ganilan 
said the constitution would 
immediately replace the 1970 
constitution under which Fiji 
was governed unto, a republic 
was declared following the sec- 
ond of two coups in 1987. 

The constitution, which has 
not yet been published, gives 
indigenous Fijians an auto- 
matic majority in a bicameral 
parliament, as well as the right 
to hold the office of prime min- 


and one for Rotmha. The con- 
stitution . also guarantees 
immunity from prosecution for 
Maj-Gen Sitiveni Rabuka, the 
army commander who ted berth 
1987 coups, which followed the 
election of Fiji’s first . govern- 
ment dominated by ethmclndi- 


Ratu Ganllau said demo- 
cratic elections would be held 
before .the end of next year. 
However, the multi-racial coali- 
tion which was ousted from 
government in foe first coup 
has said it will boycott any 
elections held under a constitu- 
tion which entrenches -racial 
differences. 

The coalition, which* has 
been campaigning for support 
from Australia and New Zea- 


ister and guarantees of tradi- . land, the two main regional 


Lt-Gen Christon Tembo and 
three other army officers cur- 
rently on trial for treason fox 
an alleged plot in 1988 will also 
be released, as will Lt.Mwamba 
Luchembe and other officers 
allegedly behind last month’s 
coup plot 


tional land ownership. 

Ratu Ganilan said an elected 
house of representatives would 
have 37 seats for ethnic Rjfans, 
27 fox ethnic Indians, five for 
other raced, and one for the 
Polynesian island of Rotuma, 

An upper house of review 
would have 24 seats for ethnic 
Fijians, nine for other races. 


powers, hats condemned the 
constitu ti on as “racist, feudal- 
istic and tmfkir”. 

Ratu Ganilan said Fiji had 
failed to bizfid a multi-racial 
society in the 20 years after 
independence from Britain 
because there had been little 
assimilation of different 
groups. He said all Fijian citi- 


zens would he covered by “an 
elaborate bQl of rights”, and 
called on Indians and other 
races to have faith in Fiji “as a 
nation with a bright and abdn-' 
ing future". 

Ethnic Fijians make up an 
estimated 48 per cent of the 
720,000 citizens of Fiji, com- 
pared to the 46 per cent of 

Indian origin. 

Most of the Indians arrived 
in the country as indentured 
- sugar workers during British 
colonial rule. 

"We are not moving into the 
unknown with some revolu- 
tionary, radical proposition. 
The constitution places great 
emphasis on fundamental 
rights, freedom and representa- 
tion," Ratu Ganilan said in his 
bro ad cast 

“It was never our intention 
to disenfranchise Indians or 
any other non-Fijians or 
deprive them ctf their rights,” 
he said. 

“I believe we can prosper 
and achieve nnity in diver- 
sity ... a time of prosperity and 
national fulfilment Is very 
close." 


More than 11,000 people 
yesterday applied for British 
naturalisation and a chance to 
be accorded full UK passports 
under a new British bill which 
Is due to receive Royal Assent 
today. 

They joined queues which 
were hundreds of yards long 
outride Hong Kang’s immigra- 
tion offices. 

The offices were expected to 
stay open until early this 
morning to cope with the last- 
minute rush. 

But entry to the queues was 
being stopped at midnight, foe 
-deadline for applications. 

More than 2,000 people 
lodged applications by the time 
immigration offices shut at 
midnight on Tuesday night 
and many more camped out- 
side overnight to wait for 
them to reopen yesterday. 

mo rning . ». 

The applicants wantBritirir* 
Dependent Territories 1 Citizens - 
passports to allow them to 
apply early next year for the 
first tranche of full British 
passports that will give 50,000 
households aright ctf abode in 
the UK. 

In the whole of last year 
there were only L074 applica- 
tions and 600-750 was foe ncr- 
Tnal rate in each ctf the previ- 
ous four years. 

About 232m of the &8m pop- 
ulation are not naturalised 
carry only identity documents. 



ON Tehran’s street catners foe 
money changers’ are agHih 
breathing a sigh of r elief. 
Iran’s most recent attempts to 
overhaul its baroque currency 
system have foiled, leaving 
.ffM-ii of the conntry’s foreign 
exchange business In toe 

iinMite of foe free market 

The Government tried.. fe 
sideline free marketeers and 
. strengthen the riyal last 
month by introducing a new 
exchange rate for importers of 
1R1*270 ~to the dollar, which 
comp ar ed with a freemaricet 
rate of IRl^TO. - 

But the move .backfired. 
Confidence In the riyal 
dropped even further .when . 
’ b erime -known that -foe. Gov - 
ernment was prepared to ‘coun- 
tenance such a low- offic ial 
rate for foe currency; vrfthin 
three days the dollar climbed 
to XR1.400 an foe-free market 
and latex reached IRM50, a ' 
rate not eeen even during foe 
worst bombardments ofthe 
Gulf War. - . 

The .Government, It s eems, 
simply does not have enough 
determination or foreign 
exchange to put . the free 
_ ma r ket eers out of work, and 
^Iranian importers and indue- 
' tries continue to pay the price . 
of Its failure to sort out foe 
chaotic, multi-tiered foreign 
exchange s ystem . There are at 
least four different exchange , 
rates. 

Iran has ene of the biggest, 
discrepancies between the 

- black market vatoeofacur- 
rency nod the highest' Official 
value. The official exchange 
rate for tiie riyal is BE70 to the 
dollar, 20 times its real value. 

So far the authorities have 
had 11 trie choice but to tolerate 
the free market. Its grip onthe 
economy Is stub that even foe 
price of domestically-produced 

- goods fluctuates to relation to 
the doHar. -V , 

The discrepancy between the 
two rates, however, creates all 
sorts of problems. For one, ' 
Tehran thjs year topped the 
Geneva-based Corporate 
Research Group’s survey as 
the world's most expensive 
city, beating Tokyo tor the sec- 
ond year' running: 

Tlitf Government Is aware of 
Sw problems «i4 foe Minister 
of Heavy- Industries has 
blamed . foe “artificially 
strong" riyal for encouraging 
imports and discouraging 


jarraldent flSsfaeml Rafsan- 
Jaz3^»8£iK$^yehE “The fact 
.-font there Is an^lmmense dif- 
ference between, the govera- 
■ m mt rate and the free rate 
< .constitutes; one of foe promi- 
nent problems of our economy 
• audrectfiteathmef this attna- 
"ttontias been prioritised.” 

The introduction last Octo- 
ber of a “competitive” rate of 
-IR8O0 teethe. dollar had suc- 
ceeded - for a; .short peri- 
od— in strengthening .'the 
riyal from 1RL250 to 2R1,000 


One oftfael 


Hong Kong suffers drop in exports 


By John Elliott in Hong Kong 


HONG Kong's hope ctf an early 
economic recovery suffered a 
setback last night when it was 
announced that the colony's 
domestically produced exports 
declined by 0.6 per cent In 
money terms last month com- 
pared with June last year, after 
growing by 6.4 per cent in May. 

Taken together, the two 
mouths show a small increase 
of 2JB per cent, is money terms 
or about L5 per cent to real 
terms. This led government 
economists to suggest last 
night that the economic 
decline trend, which developed 
towards the end of last year, 
had stabilised and might be 
beginning to go Into reverse. 

Hong Kong has been hit by 
China’s economic and political 


problems and by a decline in 
world trade. Growth to gross 
domestic product fell to around 
zero to foe first quarter of this 
year, having marginally 
declined at. the end of last year. 

The government will decide 
by the end of next month 
whether to reduce Its current 
growth forecast for 3990 of 3 
per cent. For this target to be 
achieved, there would have to 
be a’ rapid recovery. ' Econo- 
mists differ Ott what the ar*nal 
figure will be, forecasttogfrom 
1.5 per cent upwards. 

Total exports to the first half 
of this year grew by 
HK$20.48bn (£L45bn), or 72 per 
cent in money terms, which 
roughly equals 4 per cent to 
real terms, above the. same 


period last year. Domestically. 
pro duced .exports . fell by. 
nKRE to tar L5 per cent in 
money terms,. ''continuing tbs* 
downward trend. ! Last year 
there was no overall growth. 

Re-exports j - produced . in 
China a nd ofoer countries arid' 
processed through Hong- Kong 
rose to tiie first half of this 
year by HK$22bn, or 13.7 per 
cent 

Thi s com pares with 19 jeir 
cent growth in foe whole at- 
test year and 46 per cent to 
1988 when Hong Kong’s entre- 
pot trade was thriving. 

Imports rose by HKyiksftm . 
or per cent to money terms, 
mfoe firpt half of this year to 
HK$291bn, leaving a visible 

trade deficit of HK282bn. ‘ 


Debt-service bunching causes reschedule dilemma for Algeria 

A short-term cash-flow problem threatens to turn into a longer-term headache, write Francis Ghiles and Stephen Fidler 

T HE difficulties Algeria do all it can to avoid a whole- Afaeria 0141 h °ld Prouuse to an under- solution. It would accomplish commodity credit recentlv 

feces in servicing its sale r esche d ulin g of the coun- explored country. However, it more efficiently than granted by foe US. It also has 

S25Jbn foreign debt and try’s debt The leader of the Projected debt service (medium many oil companies insist foe through the individual neeotia- some S2hn in mid “ msocouid dose the door for 


T HE difficulties Algeria 
feces in servicing its 
$2&3bn foreign debt and 
importing adequate food and 
raw and semi-finished materi- 
als are their most acute since 
independence. 

Three factors have conspired 
to make the task of the Minis- 
ter of. Finance, Mr Ghazi 
Hidouci, an unenviable one. 
First is the high level of debt 
repayments - just more . than 
$5bn last year, $SPbn to 1990 
(as well as $L5hn in interest 
payments) and $4.8bn next 
year. Second is the fluctuation 
to the price of oil, thougfa the 
state oil company Sonatrach 
will get an average of S18-plus 
on foe all it sells this year. 
Third is the victory of foe 
Islamic Salvation Front (FIS) 
to local elections last month. 

Mr Hidouci and Mr Abder- 
rahmane Hadj Nacer, governor 
ofthe central bank, who enjoys 
an unprecedented authority 
and autonomy, remain firm, to 
t he "' pledge that Algeria will 


do all It can to avoid a whole- 
sale rescheduling of thp coun- w " ena 
try’s driit The leader of the Projected debt as 
FIS, Mr Abassi Madam, shares isrmgbn) 
this view, which he has pub- 8 
licly stated. 

to many ways, Algeria could 
be likened to an on company g 
with a cashflow problem. The 
debt is not large if related to 
income - $9.5bn to 1989, an 
estimated JlObn this year and 
a-forecast of $12bn for 1991; . 

The Government, led since 
last September fay Mr Mouloud 
Hamroucbe, has also enacted ■ 
bold measures aimed at liberal- 
ising the economy. Foreign 0 
investors are now allowed to 
own 100 per cent of companies 
and to repatriate all profits. All and leasing con 
requests for investment are ’ Spanish com; 
submitted to the six-man Con- Quimica to pro 
sell de 1a Monnate et du Credit, with the US con 
which has agreed four joint nets and Chemj 
ventures with foreign compa- Liqulde of Frai 
nies since the changes four helium; and wi 
months ago - with the private Francadse des Pi 
Saudi banking group A1 Bar- Other oil 0 
aka to set up an on-shore bank negotiating res 
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and leasing company; with the 
Spanish company Repsol 
Quimica to produce polymers; 
with the US company Air Prod- 
ucts and Chemicals and L’Air 
Liqulde of France to produce 
hriiiim ; and with Compagnle 
Francaise des Petroles. 

Other oil companies are 

negotiating research permits 


that hold promise to an under- 
explored country. However, 
many oil companies insist foe 
Algerians must allow for inter- 
national arbitration, something 
expected to happen soon. 

Relations with oil companies 
are central as 98 per rent of 
Algeria's foreign income Is 
derived from hydrocarbon 
sales. Environmental consider- 
ations to Europe are boosting 
foe use of natural gas, while 
any slowdown- the Soviet 
Union experiences to its export 
of hydrocarbons will help 
Algeria. 

The arguments against a 
rescheduling centre on a 
short-term bunching of repay- 
ments rather than a large abso- 
lute debt burden. By 1992, prin- 
cipal repayments drop to 
S35fan and to 1993 to $2.84bn. 

A rescheduling would have 
advantages. It would allow a 
comprehensive approach to the 
country's debt problems, which 
would mean each group of 
creditors contributing to foe 


solution. It would accomplish 
it more efficiently than 
through foe individual negotia- 
tions n eeded to the path so far 
chosen. 

But while Algeria’s lack ctf 
access to international finance 
is acting as a constraint on its 
freedom of action, so would a 
rescheduling, given the condi- 
tions banks would be likely to 
impose. There is also a danger 
that negotiations on a resched- 
uling with creditor govern- 
ments, dominated by the 
French, could revive old ani- 
mosities. 


A loss of its good credit 
standing could take 
years to repair. Most 
rescheduling countries have 
taken for longer than they Ini- 
tially expected to regain free 
access to international finan- 
cial markets. 

Algeria has access to a num- 
ber of official financing 
sources, including foe French 
Government and an gsoom 


commodity credit recently 
granted by the US. It also has 
some $2bn in gold reserves 
which could be sold or used as 
collateral for loans. 

Algeria appears to have 
recognised, however, that it 
has to take a less than tradi- 
tional approach if it is to avoid 
rescheduling by raising new 
funds to refinance maturing 
debt Banks are. simply unwill- 
ing to accept straight Algerian 
risk, especially to view of the 
provisions many lenders have 
already established to cushion 
against possible losses. 

The Government is therefore 
moving ahead with plans to 
encourage banks to lend by 
giving lenders collateral to 
ameliorate the banks’ risk. 

It is looking to raise $lbn- 
$1.5bn through bank loans 
secured on zero-coupon bonds, 
although there are several 
drawbacks to this approach. 
The country must borrow more 
to pay for foe collateral and 
financing the collateral raises 


sig nif ica n tly fo& cost of fends. 

It also could dose fog door for 

some time on any unsecured 
tending. 

It ca n also use future export 
receipts -such as oil as collat- 
CTal for loans, fia ability to do 
tnis Vffl] be enhanced when gas 
exports increase as they are 
®pected to do from next year; 
Credits tied to liquefied natu- 
ral gas export contracts to the 
US is a possibility. More tradi- 
tional project finance could 


But barters point out that 
more is needed than A receptiv- 

tty to new ideas. If Algeria is to 
avoid rescheduling, the inter- 
national financial markets 
these days demand quick ded- 
stoiHnaktog to take advantage 
of short-lived opportunities. 
Algeria s bureaucratic pro-' 
cesses have traditionally 
moved slowly aud it remates 
uncertain whether, with- the 
lack of financial ' expanse fo 
tne Algerian Government, they 
can be speeded up. y 
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There are many cars in the same class as 
the Vauxhall Carlton. 

We’re talking, of course, about medium- 
price luxury saloons. 

Yet in spite of the presence of BMW 
Mercedes and the rest, only four in this section 
of the market are luxurious enough to come 
with compact disc players as standard. 

One is an Alfa Romeo. Three are Vauxhalls. 

The Carlton GSi 3000. The Carlton CDX: 
And, of course, the Carlton CD (the only 


CD thatfs enough of a CD to have a CD). 

The player fitted to the Carlton comes 
complete with all mod cons, including a 
cartridge load system that soaks up vibrations 
from the road. 

And if most of your music collection is still 
in the form of records and tapes, don’t worry. 

The Carlton’s music system includes 
a superb 6-speaker, 20 watts radio/cassette 
player. 

On second thoughts, forget what we said 


in the first sentence. There aren’t any other cars 

in the Carlton’s class. im CARLTON. 



| VAUXHALL 

Once driven, forever smitten. 
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Brady urges tight capital 
requirements for US banks 


Durable | Coup plot rumours heeded by Menem 


By Peter Riddell, US Editor, in Washington 


TIGHTER capital re quirem ents 
and removal of restrictions on 
banking activities are likely to 
be the centrepiece of far-reach- 
ing chart s in US banking and 
financial services to be pro- 
posed by the Bash Administra- 
tion early next year, 

A Treasury-led study into 
federal deposit Insurance and 
the banking system will be 
completed by the aid of this 
year. Any legislative recom- 
mendations will be presented 
early in the next Congress, 
which meets in January, Ur 
Nicholas Brady, the US Trea- 
sury Secretary, promised yes- 
terday. 

In testimony to the Senate 
Banking Committee yesterday, 
Mr Brady also said the sharp 
drop in prices on Wall Street on 
Monday emphasised the need 
for Congress to enact “right 
away" legislation changing the 
regulation of equities and deriv- 
ative instruments. He has been 
pressing, against strung opposi- 
tion from the futures markets 
and the Commodity Futures 
Trading Commission, for the 
Securities and Exchange Com- 
mission (SEC) to take over 
supervision of stock index 
futures as well as stocks. A 
comp romise fa <w«»n«fiad 

Mr Brady also questioned 
whether heightened concern 

about iwflatiftH was ww a wt ri 

Most of his evidence was 


about banking and financial 
services legislation. He told the 
committee that the US hanking 
system W outgrown its his- 
toric regulatory structure. This, 
he said, had resulted in over-ca- 
pacity, layers of regulation, 
concentration in the riskier 
parts of traditional commercial 
lending, uneven product diver- 
stficatum and inefficient limita- 
tions an geographic diversifica- 
tion. There had also been a 
measurable decrease in the 
International com pe ti t i ve posi- 
tion of US twnk». Mr Brady's 
analysis was similar to that 
offered two weeks ago by Mr 
Alan Greenspan, the chairman 
of the Federal Reserve. 

In particular, Mr Brady 
argued that any changes to per- 
mit broader activities by bank- 
ing groups should be linked to 
strong capital requirements, 
preferably risk-based. “Reliance 
on stringent capital require- 
ments and Increased market 
discipline can serve as an offset 
to excessive regulation.’’ He 
added that any regulatory 
reform most be undertaken 
with a view to enhancing the 
profitability of the sy s t e m and 
twnqi the ahfltty to attract capi- 
tal. 

Mr Brady said changes would 
not be proposed which 
increased taxpayers’ exposure. 
He denied that allowing US 
hanks to become more competi- 


tive through broader powers 
would a ntem*ti«lly 
taxpayers’ exposure or would 
destabilise the system. He 
pointed out that a government 
safety-net, such as deposit 
insurance, was common 
throughout the world. 

He also called for mrifarpiity 
of regulation along functional 
Hnaa rather than byinatitntkai 
(banking activities by banking 
regulators and securities 1 
operations by the SEC), 
together with a simplification 
o f the present complicated reg- 
ulatory systen. 

Reforms should, he said, start 
from the premise that market 

parH pIpgnts Should the 

a pp ropriate structure for their 
own organisations. 

While the (Rass/Steagall law 
separating banking and securi- 
ties was no longer the rigid 
wall it once was, the new rales 
were sometimes arbitrary and 
inefficient and needed to be 
rationalised. 

Mr Brady noted that in prac- 
tice full interstate hanking was 
fast becoming a reality, though 
Site matwly inv o lv ed establish- 
ing separate banks with sepa- 
rate capital stru ctures and 
directors rather than the lower 
costs of an interstate branch 
netw ork . He said any reform 
proposal shonlri permit market 
participants to on the 

structure they wanted. 


Eastern on maintenance charges 


By Roderick Oram in New York 


EASTERN Airlines, the 
embattled US carrier operating 
under protection of a b ank , 
ruptcy court, and several of its 
managers were indicted yester- 
day on charges of falsification 
of aircraft maintenance records 
over a four-year period. 

A US grand jury said some 
managers intimidated and 
coerced maintenance workers 
into falsifying records so as to 
make it appear that repairs 
and scheduled maintenance 
had been earned out The man- 
agers’ goal was to minimise 
flight cancellations or delays, 
the grand jury said. 

Some 60 charges were 
handed down by the grand 
jury, relating to work at Ken- 
nedy and La Guardia airports 
in New York, and at Atlanta's 
main airport, between July 


1985 and October 1989. 

Plea-bargaining between 
Eastern and the government 
had broken down on Monday 
when the airline refused to 
admit to a conspiracy charge. 
It said such an admission 
would imply that maintenance 
irregularities had been system- 
atic; it believed they were iso- 
lated {nrittente 

Eastern said the incite ! nm n i» 
related to “historical events” 
and bore no relation to its cur- 
rent maintenance practices. 

The Federal Aviation Admin- 
istration and the Department 
of Defence conducted two full 
investigations in 1988. Eastern 
took remedial actions and paid 
more than glm in The 

airline 's matntmaTitw farility 

at Kennedy airport has since 
been closed and some manag e 


J 7 *-%^ • • Vi 


era from the three airports 
reassigned. 

Eastern’s l on p history of had 
labour relations came to a 
bead in March 1989, when its 
maintenance w or ker s went on 
strike. Pilots walked out in 
sympathy, forcing the airiina 
to seek court protection. Most 
of the current flight and 
ground crews have been hired 
m the past 18 months 

Eastern, a subsidiary of Con- 
tinental Airlines ^folding s (far , 
mer Texas Afr), is struggling to 
reviv e Its business under Mr 
Martin Shngrue, a trustee 
appointed by the bankruptcy 
court 

The fnritet ma n h i are unlikely 
to prompt many passengers to 
take another airline because 
they cover events several years 
ago. 


goods 

orders down 
sharply 

By Anthony Harris 
in Washington 

US DURABLE goods orders fell 
sharply in June, dropping &£ 
par cent, the Census Bureau 
reported. 

In other signs of softer 
industrial activity, mid-July 
car sales fell sharply after a 
three-week mini-boom, and 
early reports from the Phila- 
delphia Federa l Res erve Bank 
showed a downturn in activity 
and gHHuVhig order books. 

The June fall in durable 
! goods orders followed a 4~2 per 
cent rise in May, which had 
reversed earlier weakness. But 
flnBndfll mark et economists 
had expected a further modest 
rise in orders, and the bond 
market edged up after news of 
the fan, while equities eased. 

About half the change was 
due to a 20.7 per cent cut in 
defence orders, which had 
risen just as sharply- and 
against the policy trend, in the 
previous two months. But 
even e xrindhig defence, orders 
were down 1.7 per cent, and 
have now fallen 1JS per cent in 
the first half of 1990, com- 
pared with the same parted of 
.1989. 

Orders for civilian capital 
Mj utpm iurt — a reliable indica- 
tor of investment trends - 
also fell 1.7 per cent in the 
month. Unfilled orders, which 
have risen almost without 
Interrup tion for several years, 
fell (Mi per cent in June. 

Sales of domestically-built 
cars (including those assem- 
bled in Canada Mexico), 
which bad been very strong in 
tiie previous three weeks, fell 
to an annual rate of &8m in 
tile mid-July selling period, as 
widely expected. 

Ford, where production was 
Interrupted by holiday lay- 
offs, took the br un t of the fall, 
and Chrysler, unusually, 
imp ro ved slightly its market 
share. Sales of most Japanese 
“transplants” continued to , 
rise. 

The mini-boom was attri- ' 
bated to the im p e nd ing end of 
some heavy discount pro- 
grammes, especially on discon- 
tinued models, and the aver- 
age sales rate for the first i 
half-year, at 7.1m, is «H g hti y 
up on the second i»»W of 1989. 

Despite the softer gains, car 
output continues to rise. 
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By Gary Mead in Buenos Aires 

MR Raul Gfcanillo Ocampo, a 
senior aids to Argentina's Pres- 
ident Carlos Menem, has 
admitted that the government 
is studying a report which sug- 
gests that dissident army reb- 
els, together with di saff e c ted 
members of the Peronist move- 
ment, may be plotting to desta- 
bilise the administration by 
twiring over army installations 
on or around August 3L 
A1 though Mr Ocampo said 
it is “absolute nonsense” 
to believe that such an inci- 
dent could occur, the govern- 
ment is nevertheless worried. 

US President George Bush is 
due to visit Argentina an Sep- 
tember 16, in the first such Ci 
presidential trip since that of 
President Ri«Awiv«per. mi 

Suggestions that a plot of mi 
this type might exist were first 
published on Monday in the mi 
national daily El Cronista co 
Comercial, which normally co 
eschews the type of rumour- op 


after a period in 



Carlos Menem 

mongering so prevalent in 
much of the Argentine press. 

Mr Ocampo's acknowledge- 
ment of the government’s own 
concern is widely regarded as 
confirmation that the forces 
opposed to President Menem 


Together with that must be 
added the fact that Mr 
Menem’s wife, from whom be 
recently separated in a blase of 
publicity, has close contacts 
with disg runtled military offi- 
cers and Peronist trades union 
leaders, some of whom have 
openly described the presi- 
dents policies of privatisati o n 
and economic austerity as a 
betrayal of Peronism. 

Mrs Z ulema Yoma.de Menem. 
abaft recently forecast -that the 
country “will go to the devil in 
August*. Her dose supporters 
include former colonel 
Mohamed AM Seineldin, who 
led a four day army rebellion 
in December 1988, which top- 
pled the army’s leadership. 

Mr Seineldin in turn is 
known to be in close touch 
with Mr Saul Ubaldizd, head of 
one section of the divided 
Argentine trades union move- 


ment, the CGT. ’ 

Mr Ubaldim has made dear 
his opposition to President 
Menem’s economic policies, 
and hasr to the past turned to 
Mrs Menem for suMwrt. ,, _ , 
At the same time Presideal 


larity -in all public opinion , 
polls, despite growing unem-.. 
ployment and social hardship 
for many at ti» bottom of; the . 

economic. ladder. . . , 

His government, has suc^ 
ceeded in cuzfn^g Inflatirarto 
below a monthly .15 i«r. cant 
and therd is widespread Miqp-.-'" 
port for his sale cC tn e fflOent ; 
statoowned companies to ;tt» .. 
private sector.. • . • ; -. ‘ 

However, Ms govamntent is . 
dogged by petty scand^t, the 
most T&cfssA being rtnaq cgs n s£ a- ; 
romantte tovtdvemmrt brtweea 
Mr Menem and Ms M^ria ^Bha 
Alsogaray. stale .proreaifeaf - 
the privatisation af j hfr^ ^: 
phone company : W - - : : 


Brazil expects October 
stand-by pact with IMF 

By Christina Lamb in Rio de Janeiro 


Collor places heavy tax 
on short-term money 


BRAZIL expects to reach a 
stand-by agreement - to 
obtain $L4bn over 18 months 

— with the Mamatinnal Mon. 
etary Fund by October, accord- 
ing to Mr Antonio Eandir, 
chief policy maker at tte Econ- 
omy Ministry. 

He just relu 1 I> ' t e d from 
discussions with Mr Michel 
Camdessus, IMF managing 
director, in Washington, saying 
the fund remained willing to 
negotiate an accord regardless 
of whether Brazil reached 
agreement with commercial 
banks on its debt service 
arrears, which will amount to 
SlObn by the end of the year. 
Bra rii hag pafci no interest on 
its $114bn foreign debt for the 
last year, mm azrears to fawiiw 
now stand at $5£bn. MrKandir 
said it was “unlikely” that pay- 
ments would resume *bia year. 

An IMF mifwinn is to arrive 
in Brazil next week to look at 
the effects of the Government’s 
economic programme. 

Mr Jorio Dauster, Brazil’s 
chief debt negotiator, said: “We 
intend to follow the model of 


Argentina". However, Argen- 
tina obtained its stand-by 
agreement only afte r making a 
token payment of $40m to pri- 
vate sector creditors - a move 
Mr Tfoufifpr insists Brazil will 
not rnakg. 

He and heads of creditor 
hanks are in talks to try to 
negotiate a debt reduction. 
Banks are becoming increas- 
ingly impatient with Brazil’s 
refusal to pay, but Mr Dauster 
says: “So far they are just mak- 
ing noises. No credit lines have 
been cuL With our reserves at 
just over $8bn, we are in no 
position to pay.” 

Mr Dauster reacted angrily 
to accusations that Brazil 
might be using foreign 
exchange reserves to buy back 
debt on the secondary market 
at about a quarter of face 
value. “There has never been 
any use of international 
reserves to buy back debt by 
this government," he said. 
However, he admitted: “Some 
individuals may have done sar 
with *h« hanking of big credi- 
tor banks’*. 


By Christina Lamb 

A PUNITIVE tax cm short- term 
In v e s t ments comes in to fo rce 
in today as a further.' 

move by President Fernando ; 
Conor’s government to sup- 
press liquidity and curb infla- 
tion. -f- j 

The Financial Operations 
Tax (fOF), levied up to a maxi- 
mum rate of 1.5 per cent a day, - 
applies to all credit insurance 
and exchange operations 
which tie up money for less 
than 18 days. 

It is designed to coax savers 
back into savings ecconnts 
and longer-term government . 
bonds from overnight 


new tax to shrink this further 
add increase thg Sow of firisto 
fe> tongOTtorm savings. 

“Overnight investments arc 
almost eqrihdait to interest - 
bearing ck^v which can trfe-; 
gor ir smgft fe demacfl at arty! 
ttmn^ bei eq&dned to Garete 
MercanttXi vBrazil's leading 
financial JonrimL «N inr eath • 
one ef as wig think cartfhSy^ 
about what he does wiihjldt 
wwth since the shorter toms' 
will be penalised." * | ••-. : •"> : 

So far, the financial jnarfcet- 
seems wllling to eomply. Lwt 
week, after the tax was 
announced, the Government 


accounts, in xriiidi flnanrial 'sold bonds worth the’ eqndva- 
operatlons are now. concen- . lent erf |2.7bn, wife a prefixed 


trated. Investors , holding 
fixed-income securities axe 
exempt , from the tax, . which 
the central bank hopes , will 
raise $2bn bverihe next-year. 

Mr Ibrahint Eris, central 


rate of interest and 42-day 
maturity. Demand was for 
more than $5hn-worth, Che 
central bank stated. 

• However, the Collar admin- 
istration may to ce a legal hat- 


hanfc g p wm o c SaM the daily tie over the r new toau Rome 
turnover on the overni^it - experts say the H)F is another 


money market had stabilised 
at the equivalent of about 
total — down from $l5bn two 
months ago. He expected the 


foxm of income tax,. whldi tfie/ 
canstitattea states can only be 
introduced by legislation, not 
presidential decree. .. 


Tension rises in Haiti over ex-ministers 


By Canute James in Kingston 

POLITICAL tension is rising in 
Haiti after clashes between 
supporters and detractors of 
the provisional government 
over the treatment of two for- 
mer gnv emmpnt ministers who 
returned to the country from 
erilp this month. 

Government officials in 
Port-au-Prince, the capital of 
the Caribbean republic of 7m 
people, said they feared the sit- 
uation could deteriorate, fol- 
lowing the government's fail- 
ure to arrest the two men. 

After a delay which was crit- 
icised by several political par- 
ties, the administration of 
interim President Ertha 
Pascal-Trouillot issued war- 
rants for the arrest of Mr 


Roger T-nfmitentj Interior Min- 
ister in tiie Duvaller dictator- 
ship which fell in 1986 and. 
head of that r eg i m e's feared 
paramilitary , Ton tons 
Macoutes, and Mr Williams 
Regala, alleged to h ave lin ks 
with the murder of 34 voters in 
aborted elections in 1987. 

Supporters of Mr Lafontaxzt, 
shouting “Duvaller is the only 
one”, clashed with government 
loyalists outside a courthouse 
this week. Inside, Mr Lafon- 
tantis lawyers unsuccessfully 
contested the validity of the 
warrant for Ms a rrest. The two 
former ministers are in hiding.. 

The police intervened to end 
the dash, and several people 
were arrested. • 


Diplomats in the country 
said yesterday that both Mr 
. Lafontant and Mr Regala 
appeared to have significant 
public support, and that the 
government would have diffi- 
culty in apprehending and 
diaigtag-fhem^ without a vio- 
lent public rea c ti o n.'..--;- 
Mr Jimmy Carter, , US former 
president, is due tor Haiti this 
week to-obSem prepsaations 
for a presidential election set 
for November 4. • 

• Opposition parties and 
trade milnm t n ffte T famlningn 
Republic havetiueBt&ted pub- 
lic protests if tiie government 
implements an ftWKynilc aus- 
terity piogtamrne Wind* would 
entail price increases. - •- 


PresideiitJoaqufnBaiagaer, 
who nareowly won a. ftnttser 
term in an election In May, 

: said thfr government wiE be 
increasing ihe'pncesof jpetro- 
leum and lmpootodfood firibre 
. he. begins his new term .three 
weeks hence. Opposition lead-, 
ess said the incxnases would 
Increase inlation and. affect 
mainly poor Dominicans. -The 
government says inflation is 
running at 45 per cent this 
year, but opposition parties 
contend it is near 100 per cent 
There has been spmndfo vio- 
lence in the coatdzy L ito<»:lfr 
Bala goer’s “Victory^- • tv*s 
announced. The. main cgmogj- 
fion party chums the votewto 
fraudulent - \ -- • 


Peru braces itself for ‘Fuji-shock? 

New president has no option but to get tough, writes Sally Bowen 


Jntrsumo 


P ERUVIANS are bracing 
themselves for “Fuji- 
shock”, the tough eco- 
nomic measures which they 
expect after the new govern- 
ment OF Mr Alberto Fujimori 
takes over cm Saturday. The 
free-market dollar has soared 
against the Peruvian inti, 
while customers have cleared 
supermarket shelves of con- 
trolled price foodstuffs and 
drivers have queued for hours 
to fill up with the last of Peru’s 
10-cent a gallon petrol. 

Meanwhile subversive 
groups have unleashed a wave 
of terrorist violence In ijma 
aimed at the business sector. 
They assassinated last year’s 
; “Businessman of the Year” and 
; three of his private body- 
guards, and set off a chain of 
fire-bombs, causing severe 
; damage to half a dozen shops 
1 and two rinpmnB in the ca pital . 
Police and fire services were 
stretched to the limits, with 
fires raging till dawn after 
water supplies - already short 
because of the drought in the 
Andes — ran out. 

The c ha i n of events, coming 
on top of a damaging jail-break 
10 days earlier when 48 subver- 
sives from the Tupac Amaru 
Revolutionary Movement 
(MRTA) escaped through a tun- 
nel from a “maximum secu- 
rity” prison, underscores the 
array of problems awaiting the 
incoming Cambio (Change) 90 
government 

The most serious of these is 
the economy, with annualised 
inflation running at 9,000 per 
cent and rising. Controlled 
prices of food, fuel and public 
services are lagging for behind 
their real levels and will need 
immediate adjustment of per- 
haps 300 per cent across the 
board. Net international 
reserves are negative by 8144m, 
leaving the new government 
no option but to apply "Fuji- 
shock”. 

President-elect Fujimori, as 
one Lima newspaper com- 
mented, “is between the sword 


of the IMP and the wall of his 
election promises”. On his 
post-election visit to New York, 
he appeared to have satisfied 
the principal international 
financial organisations of his 
intention to apply the strong 
corrective measures that would 
f a ci l i t a te a bridging loan arid 
rapid stand-by credit. 

But back home, Mir Fujimori 
has come under' Increasing 
pressure from his su pp orters to 
keep to one of the few specific 
pledges of his deliberately 
vague election campaign and 







Fujimori: needs miracles 

reject severe IMF-style eco- 
nomic measures. 

The appointment as Premier 
and Minister of the Economy 
of Juan Carlos Hurtado Miller, 
a vaguely leftist former minis , 
ter in Mr Fernando Belaunde’s 
1980-85 centre-right govern- 
ment, was interpreted as an 
attempt to satisfy these seem- 
ingly irreconcilable require- 
ments. In the event, it appears 
to have satisfied neither. 

Earlier, two of Mr Fujimori’s 
closest economic advisers, Mr 
Santiago Roca and Mr Adolfo 
Figueroa, resigned. Both had 
been defenders of a "gradual- 
ist” approach to economic star 
bilisatlon, arguing that the 


already battered poorer sectors 
c£ Peruvian society could not 
absorb a fnft-frontal attack on 
i nflati on and consequent reces- 
sion. 

Peru’s , economic plight is 
further exacerbated by terror- 
ism. The 10-year guerrilla war 
of Senders Luminoso f Shining 
Path) to estimated to have cost 
the country 20,000 lives and 
$l0bn, equivalent to half of 
Peru’s foreign debt And the 
foreign investment which 
Peruvians of all political com- 
ptexions accept as crucial to 
revit alisin g the economy, is 
unlike ly to flow in until secu- 
rity is assured. 

Mr Fujimori’s cabinet 
announce ment s c o nfi r m recent 
indications that he is viewing 
the guerrilla threat more seri- 
ously- There are three military 
men among the cabinet minis- 
t ers a lready announced by Mr 
Hurtado Miller. They are Gen- 
eral Adolfo Alvarado Founder. 
Minister of the Interior. Gen- 
eral Jorge Torres Aciego. 
Defence, and retired Admiral 
Raul Sanchez Sotomayor, Fish- 
eries Minister. 

Mr Fujimori has been living 
l°L weeks i£ 

Umas Military Club far secu- 
rity reasons and Is In close 
daily contact with the military 
A well-placed source says that 
the army has been promised a 
free hand in the anti-subver- 

sive war in return for quashing 

coup-mongering among the 
other two services. 

The appointment of a gen-' 
eral to the Interior Ministry 
which co mma nds Peru's police 
force, is a controversial move. 
Mr Radi Gonzales, a prominent 
Peruvian sociologist and ana- 
lyst of Sendero L umin oso 
calfod it “a very grave mis-* 
take . Any increase in tradi- 
tional police-army tensions 
would favour the growth of 
subversion, he said. He was 
also concerned that the arined 
forces would play an exces- 
stvel y influ ential role in the 
new government's polity. 


In his other ministerial ; 
choices," Mr Fujimori's -; 
attempted reconciliation ^ - 

some of Peru’s diverse political . .. 
forces has restated in what one : 
rente called -a “disconcertingly ' 
Pluralist cabinet”. The EdiKtf ' : " 
ti on^gms ter, Gloria Helfervrfe ’ r 

WOand closely Irfvo^S"" 
vmh the teachers*- mriam v: - * - 

ffinister far Energy' and : _ 

Fernando Sawhhq ; Albav&ljls 
a moderate, from the aminw - .' -I 
newer Socialist Left - 

party, as is the Agrimtitdre - 
Mtaister, Cartos. Antet i \ 

*5 toe are spedallStein- 
tbrir fields and Fnii- ;■'••• 

uto’s criterion of appofii^K = 
tofeto. for. their . 

and professhmal 

eamomirflSr ^ 4 ^ • 

«mdo Pennano, dbecto: f 

w^-regard^.econcmSto^S::; 
s tou talk-sho ws.waa aaTrrrtW.i.:^- 

^W^^bve .from the cnbn£t 

labour. - 

Jurists, is 

SS£ a A?^ l4 ? ,,iy *' wnue /th^:?. 

Leaders cf the 
Prtjate businesg ^ 
expressed guarded 
about the look of the 
net. Union chU^r 
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WHERE DOES FISHER-PRICE GET THE 
) ENTERTAIN FOUR MILLION CHILDR 




ir^%j c PowerGen, we’re delighted to have won the 
isM' contract to supply electricity to the Fisher-Price 
factory in Petcrlce, County Durham. 

Fisher-Price is one of the largest coy manufacturing 
companies in the UK and makes toys for other European 
countries as well. 



V s 


POWERGE N 


Apart from offering a wide range of toys, Fisher-Price 
prides itself on durability and value for money. 

It's our intention to do our bit to help Fisher-Price 
maintain those brand values by offering electricity at cost- 
efficient rates. Because we fully appreciate that making 
toys isn’t child’s play. 


THE FUTURE GENERATION 
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Gloom bit^ 


criticism of 
nuclear policies 

By David Thomas, Resources Editor 


King outlines plans to restructure armed forces company 


THE C o n s er vati ve Government 
yesterday rejected all the main 
conclusions of a scathing 
report from the House of Corn* 
mans energy committee on its 

faflO re tO TnrmHnr thft ryxffo 

nuclear power. 

The report, published last 
month, had accused two CaM* 
net ministers, Ur Cedi Parkin- 
son and Mr Malcolm RtfWrwt, 
of mishandling the attempt to 
I irivatise Britain’s nuclear 
(ewa stations. 

The Department of Energy 
yesterday accused the commit- 
tee of the 

fir ocess which culminated last 
November in die scrapping of 
plan s to privatise the nuclear 
icKtustry. 

'jfhe Government issued its 
rest ponse on the same day as a 
fur.ther highly critical report 
fron l the energy committee on 
test breeder nuclear technol- 
ogy. 

Tb.fi latest report says there 
is no ■Justification for Britain to 
continue in the European Fast 
Reactor, a project involving 
Bribe In, France and West Ger- 
many which could cost B ritain 
as mu ch as £800m. 

In the report, the committee 
pours . cold water on the need 
for Bi’ Itish participation in the 
EFR, a project seen in the 
industry as one of the last 
chances i of preserving leading- 
edge Ba Irish nuclear technol- 
ogy. 

The U L West Germany and 
France a re partners in the proj- 
ect “We can see no reason to 
believe tl lat it would be worth- 


Uniit trust 
industry has 
big monthly 
fund outflow 

By Eric Shoot 

THE UNIT tnost industry last 
month suffered its biggest ever 
outflow of funds, amounting to 
£6&8m, as leas ling life compa- 
nies began si witching their 
holdings into dl rect equities. 

Two life groups, Allied Dun- 
bar and Standard Lite Assur- 
ance, set what la likely to be a 
continuing, tread when they 
puBa£L£243m out of unit 

Th¥ move has bfeext 
prompted by changes made 
this year to life campanfes’ cor- 
porate tax structure. 

Mr John Fairbahu, chairman 
of the Unit Trust Association, 
admitted yesterday that fur- 
ther switches by Hfe- companies 
could take place ovor the next 
18 months. 

The action would, have two 
main effects on the: industry, 
he said. It would significantly 
cut unit trust funds a.ud would 
reduce fixture sales of units. 

Life companies an? major 
investors in unit trusts, usu- 
ally of trusts they own through, 
subsidiaries. At the end of 196% 
life company holdings 
accounted for 44 per cant of 
mrit trust funds, which H wn 
amounted to £58bn. If life com- 
panies switch only 25 per cent 
of their unit trust holdings, it 
will cat fends by about B&m. 
Mr Fairbairn pointed out that 
the tax changes were already 
affecting unit trust sales. - 
Lex, Page 18 


whSe to particip ate in the con- 
struction of the EFR in 1997," 
the report says. 

The repeal recommends that 
Brit ish participation In the 
EFR should be reviewed in 
1993, when the reactor’s initial 
ffarig n is flim to be completed, 
and in 1997 when construction 
is to begin. 

The committee argues that 
the Energy Department has 
distorted its research and 
development budget by sanc- 
tioning £4bn of spending on 
test breeder reactors, a tech- 
nology which may not be 
needed for 180 years. 

The Government’s memoran- 
dum on ir mcl*^r costs hlamea 
the now defunct Central Elec- 
tricity Generating Board for 
failing to warn early enough 
about increases in costs such 
as reprocessing and waste 
treatment. The department 
says it was not its Job to moni- 
tor such costs. 

The Government rejects the j 
committee’s request for the 
publication of comprehensive | 
Information on the setting of 
the nuclear levy, which cur- 
rently costs electric consumers 
about £90Qm a year. 

Its memorandum ducks the 
committee’s recommendation 
for for fixture nuclear projects 
to be subject to private sector 
investment analysis. 

The Government accepted, 
however, that separate Infor- 
mation on generating costs 
from the different types of 
nuclea r information should in 
fixture be published. 


Britain fails 
to keep pace 
in patenting 
new ideas 

By Davkl Flshfock 

BRITAIN Is performing poorly 
in comparison with West Ger- 
many and Japan in patenting 
its ideas, according to the lat- 
est animal review of govern- 
Tnanf PijiwwIitiir M on npgpyrrii 
and development. 

Britain’s rate of obtaining 
patents in the US (used as a 
relevant basis -of comparison) 
baa T a'ma'tnprf hirly in wwfamt 

Sot 25 years, TSfit'tfirtatei' for 
both Germany and Japan had 
increased rapidly to 2£ times 
that of Britain by the late 
1980s. Patent data - the best 
measure the Government has 
been ahle to find for productive 
tty of RAD — is included in the 
annual report for the first time. 

It says a statistically signifi- 
cant relationship had been, 
established between per capita 
expenditure on industrial R&D 
and per capita volume of 
patenting activity in each of 
the member « mmri fls of the 
Organisation for Economic and 
Cultural Development (OECD). 

Since patents can be applied 
for over the whole cycle of 
development and commerci- 
al! eation, patent statistics 
reflect both inventive and 
innovative activities, it says. 

The Government's contribu- 
tion to the EC’s R&D pro- 
gramme pro gramm e Is set to 
rise from £I28m in 198889 to 
£171 for the financial year Just 
ended. 


By Raul Abrahams 

MR TOM KING, Secretary of 
State for Defence, yesterday 
outhxLed the broad proposals of 
a new structure for the UK’s 
armed forces. In a statement to 
the House cf Commons, he said 
the proposals would bring a 
seduction in the share of GDP 
taken by defence. 

Mr King declined, however, 
to give details of the scale of 
any potential savings, adding 
that any cost benefits would be 
announced as part of the Chan- 
cellor's autumn statement 

The number of regular ser- 
vice pwmwwmI mil be reduced 
by about 18 per cent by the 
mid-1990s, according to the pro- 
posals. The regular: army wffl 
be reduced from by .about 
40,000 to 120,000; the Royal 
Navy by 3J)00 to about 60,000; 
and the Royal Air Force by 
about 14JJ00 to about 75,000. 

In addition, the number of 
UK-based civilian employees 
win be cut by about 2LO0O to 
mooo. Mr King said the Vol- 
unteer Reserves will confinne 
to play a key role. 

The number of troops sta- 
tioned in Germany could even- 
tually be reduced to roughly 
hatf of their present strength 
according to the proposals. 
When reinforced from the UK, 
th« army giwnM be able to con- 
tribute two divisions, as 
opposed to the four presently 
envisaged. One of the divisions 
could he maintained in Ger- 
many, with the other main- 
tained in UK. 

A smaller, better equipped, 
properly housed and trained, 
and well motivated force was 
th/» aim of Hm new policy, said 
Mr King He explained there 
would be a need in the future 

for flmrlMa and nwihiln forreq 

able to contribute both in Nato 


and, if necessary, elsewhere. 

The government will be 
looking at the possibility of 
establishing a strategic reserve 
division which could bring 
together amphibious, para- 
chute. air-mobile and 
armoured formations. 

Mr King affirmed tte govern- 
ment’s nuclear commitment 
The UK wffl maintain a four- 
boat Trident force capable of 
delivering nuclear warheads. 
In addition, he nonfirmed that 
a sub-strategic force of Tor- 
nado aircraft capable of carry- 
ing nuclear weapons would be 
kept based in Europe. The age- 
ing Buccaneer aircraft pres- ■ 
ently in service will be retired. 

According to the proposals, 
the navy will continue to have' 
three aircraft carriers, carrying 
updated Sea Harrier aircraft. 
However its destroyer and frig- 
ate force will.be reduced from 
about 48 ships to 40. 

This, said Mr King would be 
achieved by reducing ™ older, 
less »wii operationally 

more expensive snips. How- 
ever, the EHUn helicopter pro- 
gramme will be maintained, 
said Ur King; subject to satis- 
factory progres s . Furthermore, 
the navy’s minesweeping capa- 
bility will not be cut. 

Tn addition, ^ navy’s anti- 
submarine capability win be 
reduced. The four squadrons cf 
Nimrod patrol a ir craf t wffl be 
reduced by 15 per cent And 
the number of submarines wffl 
be cut from 27 to about 16 
boats, of which only four 
would be dfesetpowered. The 
two squadrons of ageing Boo . 

wmnw maritiiria Ctrl Ire n +’tv-rp ft 

will be replaced by Tornados. . ■ 

The RAF*s fighter force 
based in the UK wffl be smaller 

than nriglMlty plawwwH Tt wffl 


Current defence budget priorities 

Defence budget by strategic priority - y .■ 

Out of area (gl^bo). : Nuctea 

(£2.6bn) - u 


Nuclear deferent 
Home base 


Central crafts Je: 
R&D, Ming, 
equipment support 
war stocks, - 
support functions 


[com mi tment 


E. Atlantic 


Generali 


(COAbn) 

(CUSbn) 


1990-91 tote) . £212bn 


Main divisions of the procurement 
pro gra mme 


Land equipment 
Sea equipment 


1990-91 total a £&9bn 


comprise seven squadrons of 
air-defence Tornados, supple- 
mented by armed Hawks. The 
re maining two Phantom squad- 
zobs wffl be withdrawn. 

_ The number of RAF bases in 
Germany Js 'expected to be cut 
from four to two, while the 
number of squadrons would be 
reduced from is to Tmw- 
. Mr King said the Harrier and 
helicopter forces there would 
be maintained, as well as four 
squadrons of Tornado aircraft 
which would be capable of car- 
rying out conventional and 


imdwif ndes. 

Mr King said the pace of 
change win depend upon the 
signature , and implementation 
of a co n ve nti o n al forces agree- 
ment, «iwi how quickly Soviet 
troops leave eastern Europe 
and other forces are run down. 

Mr King added that the pre- 
cise riMpe . rf rfB ilrUmU mw to 
NatO imist . Twflwr* ffi iinu ttrinrwt 

-with Nato' authorities and 
aSies. 

The House of Commons 
Select Committee an Defence, 
meanwbBet-'Saldin a. report 


issued yesterday that, for the 
next few years at least, the 
flriftptflfton of British forces to 
the changed circu m s tanc es 
would not be cheap. 

Redeployment of forces from 
Germany might require sub- 
■ y tept fn T capital investment in 
military and civil infrastruc- 
ture, which would absorb 
mnch, a not all, of the savings 

an foreign e xch a nge . 

Justifying reasonable cuts to 
defence expenditure. The 
report fl gtj tfiflt there has been 

•an inesfflsfljte change” in the 
threat to the Central Front of, 
Nato. - 

The of Warsaw 

Treaty Organisation as a mili- 
tary pUiwnra nwant that fiVBn . 

technical possibility of the' 
Soviet Union mounting a sur- 
prise attack, rapidly reinforced; 
on the Central Front had •vir- 
tually disappeared .” 

The Committee warned, 
however, that the Soviet Union 
would remain Europe’s stron- 
gest single military power for 
the foreseeable fixture, even 
when its forces were with- 
drawn behind its nation al fron- 
tiers. 

The report was parti c u l a r ly 
insistent that Nato, which at 
the London summit earlier tbia . 
month, had declared nuclear 
weapons to be arms of last 
resort,” nevertheless had to 
retain a credible strategy of 
flexible response. 

Whereas such a strategy 
could be based on “a dimin- 
ished spectrum of sub-strategic 
weapons,” the nuclear deter- 
rent had to remain credible so 
that Europe was not "made 
safe for conventional war”, in 
the words of US President 
George Bush. 


facing cu^g 

By Jana filter 

GLOOM is gathering around 


depend heavily an 

^^^jp^onggr-tenn aWHty tor ,V . 
survive In thto- art 
Independent operators - to ... 
lining questioned. One anam*^ . . 
said the GOTenu^^mo^' 

iwwn w *hi» • snrvbri^Mt - 
weapons capability. ' x : y 

A couple of the smaltecwB^ 
paries have hit trouble 
la ted to iwliticalspeixdteB^C 
derisions, but even tome . 

good recent" results ; he vr - -; 
under performed the tnarketj 
over the past year ip r. Y 

tins of the cuts announced yes- ..-4 • 
today. 

A prime exaxnpleis Hunting; ;- ^ 
in which defence earnings ;.v>. 
played a leafing rate to ft r‘ 
per cent increase in; pre-tax".; 
profit tn 19891 . - '■ q=. 

Hunting to particularly voir; . 
wrahte because many qf lhe ; i 
weapons it makes are designed ; ^ 
for battle to Germany. ‘1 ;•£* Y 

Two companies vtidt have r- 
as t off rathe? more Ugktiy am ' 
Vosper ThuTneycraft, which to fr' 
strong In ndlWWBiBI M* 1 
sets, andWesttand* the hdfe'.v; . 
copter 

Westiand increased pre-tax I--'-; 
profit by 44per cent tofUJut" , 

In bIy i p iit ylhft to yy ~~ 

Analysts' greatest ^cynktenfe5^' 
is reserved, for eompanfe»V r v ^ 
experiencing problems of tindr v ; r. . 
own making- The vonejxft JpVfVii 
Astra Holdings, a munitions 
and fir eworks companythaf: r--- 
was on the brink or financial^ 
collapse before hew ma n age - . ' 
wwrt was fa 
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Brussels to investigate Toyota 
deal for signs of illegal aid 


By Lucy KeHaway in Brussels 


THE EUROPEAN Commission 
Hag opened a formal inquiry 
into what it believes was ille- 
gal state aid granted earlier 
this year to Toyota, the Japa- 
nese motor iwaim fort nr ar, for 
the building of a £700m car 
plant in Derbyshire, central 
England. 

The inquiry fallows an inves- 
tigation into the sale of Rover, 
the state-owned car group, in 
which Britain was found guQty 
of granting £44m in fflegal.aid 
to^ British Aerospace (BAeXlts 
l&irchaser. • - - r - • - 

hi an unusually blunt state- 
ment, the 'Commission says 
Derbyshire County Council 
seems to have given a bidden 
subsidy to the Japanese car 


maker by letting it have the 
land for the plant at l ew s than 
the true market value. 

The Commission’s assertion 
was dented last 'night by the 
leader of Derbyshire County 
finnmril . Mr David Bookbinder, 
who said he welcomed the 
fa miMpittmi. There's a 
lot of speculation about the 
deaL TOe enquiry should aid it 
once and for alL" 

Mr Booktinder insisted the 
land was sold at “the going 
rate” of flgto for a total of 
580 acres. ? 7 ’- 
The Commission says the 
council sold some 280 acres to 
Toyota for £99m, whereas the 
price established to the Dis- 
trict Valuer was £12.6m. It 


notes that such a reduction* 
would c ount as aid «nd there- 
fore the Commission should' 
have been notified at the thnn. 
It says the area does not qual- 
ify for regional aid. 

a iik spokesm an in Brussels 
played down the investigation, 
saying be was confident that 
no aid had been given but that 
Britain would co-operate folly 
with the Inquiry. 

The Commission is also to 
look at the price paid to 
Toyota for the neighbouring 
plot of 300 acres. The investiga- 
tion follows complaints 
received in February mat the 
total site had been sold for 
£188m against a true market 
value of up to OOOm. 


UK group to Import S Korean cars 


By John Griffiths 

SOUTH Kareanhufit E3a cars, 
some of which are sold as 
Folds in North America, will 
be imported to the UK from 
next year undo: an agreement 
expected to be signed in Sep- 
tember between Kia and MGL, 
a UK group which already 
imports Mazda and Polish- 
terilt FSO vehicles. 

The deal, which MGL hopes 
will lead to sales of 20,000 
Has a year by 1995, may also 
help solve developing prob- 
lems far MCL’s 10O-strong FSO 
(formerly Palski Fiat) dealer 
network as a result of the 


political nd economic upheav- 
als sweeping Poland ami the 
rest cf Eastern Europe. 

Supplies of the Polish cars 
have been drying up as a 
result of the breakd own of the 
export distribution structures 
which have governed FSO’s 
supplies of cars to the west for 
many years. 

FSO, like other east Euro- 
pean car makers, is also 
undergoing major internal 
change as Poland moves closer 
to the west. FSO is no longer 
using Polmo t, the Polish 
export agency through which 


the busin ess was c ond u cted 

Under ^fwtrtminlfli pwfaflfl. 

but no replacement has been 
m arantoed. 

The result to that HCL has 
been unable to sign Its usual 
yearly supply deal with FSO. 

Supply constraints mean 
that FSO sales will be only 
3^00-L000 this year and exec- 
utives of MGL, the importer, 
acknowledged the torture of 
the franchise is un ffl f H fa- 

The Kia import deal may 
thus provide an alternative 
franchise option foe same of 
the FSO dealers. 



New Archbishop of Canterbury appointed 

Alan Pike on the surprise choice for the leader of the world’s Anglican community 

D R George Carey, Bishop . Dr Carey’s position is unam- wift- . - — ....... , rr -. tax - which, he repeated 

of Bath and Wells, was biguous on the biggest internal / ’*■' -*■*.»« v . >' terdav. had earned hurt 

yesterday named as the :tssue facing the Church of 


D R George Carey, Bishop 
of Bath and Wells, was 
yesterday named as the 
new Archbishop of Canterbury, 
the most senior clerical post In 
the Church Qf En gland and the 
head of the world Anglican 
community- HO wffl replace Dr 
Robert Runcie who. is to retire 

early in the New Year. 

He has been Bishop of Bath 
and Wells, in western England, 
since 1988 and before that was 
principal of Trinity College, 
Bristol, for five years. 

After the announcement the 
new Archbishop said he felt 
“dazed and unworthy". How- 
ever, although he had been a 
bishop for only a short period, 
he had never shirked a respon- 
sibility or a challenge, he said. 

Dr Carey is on the Church’s 
evangelical wing and. ta kes, a 
traditionalist view on matters 
of Biblical interpretation. He 
stressed, however, that; “I 
never pidgeon-hole myself and 
reject it when others do it for 
me because it crea t es bound- 
aries." 

The appointment of Dr Carey 
caused some surprise in the 
Anglican community. At 54, he 
is relatively young to be 
appointed to the Anglican 
Communion's most senior post 
which he can occupy until he 
is 70. , 

He has, far more remark- 
ably. been a bishop for only 
2 -years - such a short period 
that he does not yet qualify to 
sit, like other bishops, in the 
House of Lords, the upper 
chamber of Parliament. 


Dr Carey’s position to unam- 
biguous on the biggest internal 
:issue facing the Church of 
ISngland in the 1990s — he 
favours the ordination of 
women. This is a factor which 
is certain to have been debated 
to’ thq appointments commis- 
sion and Dr Carey's selection 
can be seen as recognition that 
the church is, in spite cf some 
vocal opposition, likely to fol- 
low Anglican churches in 
countries like the US, Canada 
and New Zealand and accept 
wonnen priests. 

Uh? tradition of ch nre h lead- 
ers speaking out on social 
issues which has often been 
personified around Dr Runcie 
will continue under the new 
Archbilshop. Faith, said Dr 
Carey, had social and political 
Tm pliwitiflna and he cwnld nmt 
he an “other-worldly, arch- 
bishop.” There had to be a cre- 
ative dialogue between Church 
and State. 

The mew Archbishop, grew 
up on an East London council 
estate, loft school at 15 and 
began work as an office boy 
with the London Electricity 
Board 

After his national service in 
the RAF Tn? trained for onhna- 
tion and later obtained a Doc- 
tor of Ehilosophy degree. 

Dr Carey learned last week 
that Mrs Margaret Thatcher, 
Prime Minister intended to reo- 
n m m end Ms name to the 
Queen from the two which, in 
tine with the procedures, had 
been presented to Mrs 
Thatcher to the church-elected 







Archbishop Carey with his 

Crown Appointments Commis- 
sion. 

The commission made its 
choice two or three months 
earlier than expected, suggest- 
ing a strong degree of support 
for Dr Carey among members. 

He said that while he dis- 
agreed with many of the views 
of Rt Kav David Jenkins. 




grandsons Simon and Davkl 

Bishop of Durham, who has, 
for example, questioned tradi- 
tional tombing on the Virgin 
Birth, he recognised that, the 
role of a teacher was not only 
to repeat scripture but to re-in- 
terpret it 

Dr Carey’s recent pronounce- 
ments have Included criticising 
tile crannwnU^y nhn»y i qj pQll 


tax - which, he repeated yes- 
terday, had caused hurt and 
conc e rn to many neoule — »nH 
calls for stronger action on 
environmental issues. He 
he and his wife Eileen, a nurse, 
had always adopted a simple 
life-style and he did not think 
this would change when he 
became Archbishop of Canter- 
bury. 

Some of the new Archbish- 
op’s views on church organisa- 
tion are likely to be as chal- 
lenging as any of his opinions 
about social issues. He has 
questioned the freehold system 
where clergy, once appointed, 
can seldom be moved from 
their posts and suggested yes- 
terday that archbishops and 
bishops should be subject to 
regular performance monitor- 
ing "so that we have the High. 
est professional standards.” 

Dr Carey will be enthroned 
in Canterbury Cathedral next 
s p rin g. He will then, in effect, 
take on three jobs - bishop of 
the Canterbury diocese. Pri- 
mate of aB Engla nd and nomi- 
nal head of the Anglican Com- 
munion’s 27 worldwide 
provinces. 

These combined tasks, with 
their heavy administrative and 
travel pressures, are widely 
regarded as constituting one of 
the toughest and most demand- 
ing jobs in public life. 

Dr Carey said one ofhis con- 
cerns was that the church 
seemed fight years away from 
many people. He wished to 
reassure them that the Church 
of England was for them. 


CBI urges 
progress to 
.‘hardJEcu’ 

* The Confederation at British^ 
Industry (CBI) yesterday said 
that it supported the proposals 
for a “hard Ecu" of Mr John 
Mata the UK Chancellor of "■ 
the Exchequer . 

R urged t he Governme nt 
to progress towards the 
“business goaf* of a single' 
European curiency by j oining 
the wide 6 per cent band of 
ftp exchange rate mechanism. 
This should be done 

jmTnpriratply — ny at Tapi* 

ahead of the European 
intergove rnmental conference . 
scheduled for December. The •' 
UK should join the narrow 
fluctuation band of 2fi5 par 
cent a s soon as inflation was 
on a downwards trend. • 

Helicopter 
crashes into sea 

A search was launched fin- six 
people who went missing after 
a Sikorsky helicopter plunged 
into the North Sea 100 yards 
from the rig in the Brent field, 
north-east of Shetland 
yesterday morning. 

Seven other people, all 
employees of Shell or of 
contractors working in the 
oflfleM, were pulled from the " 
sea after the helicop ter, a n 
SU-regbtratiou G-BEWL 
belonging to Mr Robert 
Maxwell’s British 
International Helicop te rs 
Limited, crashed. The search 
was hampered by Cog. 

US airlines vie 

for Manchester 

Nine United States airifoes 
are competing far two new 
routes to save Manchester 
Airport. 

The announcement follows 
a recent agreement by the 
British and American 
governments to allow two new 
US carriers to serve Ringway 
from spring next year. 

The nine airlines which have 
applied are: American, 

Pan-Am, TWA Delta, 
Northwest United, 

Continental, TWA and US Air. 


Car converter 
sales rising 

UK sales of cars equipped with 
catalytic converters are likely 
to reach 110,000 units this 
year, a mare than tenfold rise 
ov er 198 9. accord ing to vehicle 
market analysts Automotive 
Industry Data. 

Statistics from AID in its 
latest newsletter show 9,941 
catalyst cars to have been 
registered in the UK last year. 

UK sales are still trailing 
behind some Eu rop ean .; 


Stagecraft US actor and Shakespeare look-a-Hke Gregory Ben 
yesterday voiced Ms backing fog the £2Qm construction of Mew 
GJofce Theatre on the sooth bank of the River Thames in London. 
Where he posed chne to the 400 year-old site of the orfgftrf 
Globe, opposite St Paul’s Cathedral *■ 


markets, notably West 
Gomany where, according 
to AID’S figures, more than - 
lm catalyst cars were sold in 
the first five months of this 
year. 

Statistical 
shake-up urged 

A radical overhaul of Britain’s 
official statistics was urged 
to restore public confidence 
in the “inadequat e" 
government statistical 
services. 

In a higUycritlcal report 
which took seven months to 
research, the Royal Statistical 
Society called for a complete 
shake-up in the way the 
Government acquired and. 
disseminated infbxxnation. This 

was in response to both a 
domestic and international 
crisis of confidence in the 

services and public concern 

that the Gov ernment was 
"flddHng the fig ur es.” 

Call for EC 
police card 

A report into international 

police co-operation published 
by the Commons Home Affaire 
Committee Committee found 

that tte UK, unlike otter EC 
countries, makes do with an 

outdated system of 
acc ount ability, organisation 
and funding, and urged a 
number of pro p os a ls to. 
improve crosshorder 
co-ordination. Including an 
identity card. 

The Committee’s 
rec mmnp'mUxi wnihyntmy 

common EC identity card - - 
would be established by 1992. 
Mr Wheeler envisaged a : 

“high-tech” card, carrying 
details fndnfing finger printe 
and medical records. 

County ball 
project delayed 


-tt — • 7 — » nTO|imu cta »• 

of the Greater London Conncfl. 
have been temporarily halted. ' 
Mr Chris Patten, Environment. 
Secretary, has announced he ; ' • 
would defer his decdsfon on 
the future of the building. 

Mr Patten’s dacMc n - 
a public inquiry which raised ■ 
objections to some of the 


high. The County Hall 

Development Group, an 


w rouevemp we area 
Into a conference centre, = 


proposes to turn the listed i*- 

tte.TTiames 


Saatchi slides 


ite position as the l a r g e s t pg> 








period. 






The announcement tonight 
Mtows a recent agreement 
by the British and American 
gave rm i iflfnt s to allow two naw 
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These suppliers have 
won me rord duality Award. 
But me real winner is you. 


| Ford European Q1 Quality Awards are resenred for the few — Q.d.f. Components Limited 
| those special suppliers who achieve the highest performance Dcr Y 

1 against Ford's rigorous quality standards. In short, higher quality PA Rcntrop. Hubbert a 

I for you. the customer. 01b suppliers have already joined this WeikUnna 

j elite. Now there are 46 new winners. Congratulations to them all. 

. ' S. ScherdeIGmbH 

Ford salute them. Werk Friedau 


Akzo Coatings 
Sasscnhcirr. 

' Avery" Aqu ilia Ltd 
West Thurrock 

Avon Industrial Poiymeis 
Hose Division 
Trowbridge 

Black & Luff Ltd 
Birmingham 


[ Elastogran 

I KunstsiofT-Technlk GmbH 
j Lcmfbrdc . . 

I FEMSA 

j Guardamar 

i Garrett Automotive Limited 
S Skelmersdale 


Kolbenschmidt 
St. Leon-Rot 


S. ScherdeIGmbH 
Werk Friedau 

Schceller & Co 
Werk Frankfurt 


Dr. Franz Schneider GmbH 

Lankwitzer Lackfabrik . Kronach-Neuses I 

Berlin j 

Schrauben- und Draht ! 
Lucas Body Systems Union GmbH 

Switchgear Bochum 

Burnley [ 


j GKN Bound Brook Limited- Lucas Girling Espaha 


Lichfield 


Bollig & Kemper GmbH j Gummiwerke Fulda GmbH 


Werk Saarweiiingen 

Robert Bosch GmbH 
Homburg Plant No 1 

Bowthorpe Thermistors 
Taunton 

Bridgetown industries 
Cannock 

Clearpias Ltd 
Heathrow Division 

Dunlop Ltd 
GRG Division 
Manchester 


Fulda 

K&lberg-Guss 

Saarbrficken 

Henley Foundries 
Smethwick Limited 
Smethwick 

Hoechst 
. UHebonrie 

Honsel-Werke AG 
Meschedc 

Kama* 

Osterode 


Pamplona 

John McGavigan & Co Ltd 
Kirkintilloch 

Michels GmbH 6 Co KG 
Werk Rheda-Wiedenbrtick 

A.B. Microelectronics Ltd 
Toriypandy • 

Pass Gummlwerke 
Schwelm 

PecHiney Rhenalu 
Neuf Brisach 

Peguform 

Gottingen - 


Schrauben- und Draht 
Union GmbH 
Bochum 

The Sherborne 
Rubber Co. Ltd. 
Birmingham 

5 in ter metal S.A. 
Ripollei 

SKF Espartola S.A. 
Madrid 

Alfred Teves France S.A.R.L. 
Gretz 

Tubacex 

Amurrio 

WAFA Kunststofftechnik , 
Augsburg .' 

Adolf Wegener Press- 
und Slanzwerk 
Hilden • • 
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MANAGEMENT: Marketing and Advertising 


Marketing services 

Lintas heads for the frontiers 

Alice Rawstfaorn reports on the US agency's aim of becoming an integrated force 



BUI Welthas (left} and Ken Robbins: over-riding objective 


“THIS is frontier stuff. The 
future for our business Han to 
be providing an integrated ser- 
vice for our clients. There is 
demand out there just waiting 
to be met" 

Ken Bobbins, deputy chair- 
man of Lintas Worldwide, is 
ta lkin g about the trend for 
advertising agencies to offer 
comprehensive marketing 
packages - with direct mar- 
keting, public relations and 
sales promotion as well as tra- 
ditional advertising — to their 

Lintas, like most of the other 
large international agencies, is 
now working out ways of deliv- 
ering such a service and of 
turning itself from a conven- 
tional advertising agency into 
a marketing services consul- 
tancy. Bobbins and Bill Wei- 
thas, his chairman, see this as 
their over-riding objective for 
the early 1990s. 

In the early 1980s Lintas’ 
objectives were very different 
The agency was then Mnprg iTi g 
from a flurry of corporate 
changes. It began in the 1920s 
as Lever International Adver- 
tising Service, the advertising 
division of Unilever, the giant 
consumer products group. Uni- 
lever later sold 49 per cent of 
Lintas to SSC&B. the US 
agency. It then sold the rest of 
Its holding to Interpublic, the 
powerful US marketing group 
which bought SSC&B in 1979. 

The outlook for the newly 
independent Lintas was far 
from encouraging- Interpublic 
saw it as a second interna- 
tional agency alongside 
McCann-Erickson, its original 
agency. Lintas not only had to 
adapt to life as an independent 
entity, but to avoid being over- 
shadowed by McCann. 

“It was a very, very difficult 
transition." says Alan Gottes- 
man, an advertising analyst at 
Paine Webber in New York. 
“Lintas was effectively an 
in-house agency that suddenly 
had to hustle for business as a 
major league player. Bnt it has 
succeeded. The record speaks 
for itself. No one ever calls Lin- 
tas the ‘other Interpublic 
agency’." When Interpublic 
took foil control In 1982, Lintas 
had billings of $lbn and 60 per 
cent of its business came from 
Unilever. Today it is the 
world's ninth hugest agency 
with b illing s of S4.3bn, only 40 
per cent at which comes from 


its old owner. 

Lintas has added new inter- 
national clients such as Coca- 
Cola, IBM and Johnson & 
Johnson to Unilever. So far 
this year it has won 8200m of 
new business, although last 
week’s loss of a DMGOm media 
buying account for Unilever in 
West Germany was a blow. 

The Unilever heritage is an 
asset in the international 
arena. At a time when other 
agencies are still struggling to 
establish themselves as multi- 
cultural businesses, Lintas - 
which was founded in Europe 
but is run from the US - has 
nine different national* on its 
mate board. 

Weithas and Robbins are sat- 
isfied that Lintas’ advertising 
network is now well estab- 
lished. Under Interpublic's 
ownership, Lintas has been 
able to fill the gaps. Three 
years ago it strengthened its 
position in the US by buying 
Campbell-Ewald. It has also 
acquired a string of regional 
agencies to take advantage of 
growth in areas like Atlanta, 
Florida and the West Coast 

The gaping gap in its Euro- 
pean operation - the UK - 
was last year Riled with the 
acquisition of Still Price Court 
Twivy DTSouza, a young Lon- 
don agency. 

At first glance the two agen- 
cies, the staid Lintas and the 
energetic Still Price, seemed 
completely incompatible. "Peo- 
ple looked and thought r Wow, 
how can they ever overcome 
the differences?*," admits Bob- 


bins. “But there were also lots 
of similarities. Still Price was 
strong on strategy and deeply 
committed to brand building; 
just like Lintas." 

The mechanics of the merger 
were left to the Still Price man- 
agement. It was a relatively 
painless process. And Lintas 
now has a top ten agency in 
the important UK market 

Weithas and Robbins envis- 
age some farther expansion in 
advertising. They are keeping 
a keen, though cautious eye on 
eastern Europe. But the main 
focus of expansion will be into 
other marketing disciplines. 

They are convinced that the 
future for advertising agencies 
lies in offering comprehensive 
marketing services. Most of the 
established marketing groups, 
such as Young & Rubicam and 
Saatchi & Saatchi, offer the dif- 
ferent marketing disciplines 
from different subsidiaries. 
Weithas is convinced that Lin- 
tas should offer an integrated 
service from a single source. 

“We are talking about a co- 
ordinated communications 
package," he says. “What we 
do not want is to have separate 
divisions all vying for the 
client’s attention and a piece of 
the action.” 

One of the main obstacles for 
Lintas, and for all the other 
companies assembling such a 
service, is that few of its exist- 
ing employees have enough 
experience outside advertising. 
It has addressed this by estab- 
lishing the lintas University’, 
within the University of Chi- 


cago Business School, where 
Its executives are sent for three 
one- week courses in Integrated 
marketing. The courses began 
a year ago and over 100 have 
attended so for. 

Another problem is that Lin- 
tas needs to strengthen Its 
interests outside advertising. It 
is doing so by start-ups and, in 
some cases, by acquisition, 
although Weithas says it is 
really more interested in 
“acquiring people than assets”. 

r.fntas has already estab- 
lished a base for its communi- 
cations business in the US; it is 
keen to expand in public rela- 
tions where it only has an 
associate investment. But it 
still has a long way to go in 
Europe. 

The critics of the "Inte- 
grated" approach argue that 
the level of demand for truly' 
integrated marketing services 
Is still very low and that most 
clients are simply not struc- 
tured - in terms at decision 
making and budget allocation 
- to commission the different 
disciplines from one source. 

Bill Weithas believes that 
change is inevitable. He cites 
the example of the account for 
Sara Lee. the foods group, 
which lintas recently won in 
the US, where only half erf the 
8100m budget will go on tradi- 
tional advertising. 

“We are not suggesting that 
there will be a big shift 
towards integrated services,” 
he says. “But it Is the way 
ahead and we have got to be 
ready." 


C orporate advertising is 
usually a sugary amir. 
The ingredients axe stir- 
ring music, aesthetic imagery 
and a homily to the sponsor 
and all its good works. 

Sugary is scarcely the word 
for the latest US campaign 
feom the crisis-torn Eastern 
Airlines. The Eastern cam- 
paign, created by Ogilvy & 
Mather in New York, marks a 
wa ters h ed In the world of cor- 
porate advertising. 

The campaign stars Martin 
Shugrue, the trustee who was 
appointed to run the airline fry 
the bankruptcy court. One 
commercial shows him listen- 
ing to the complaints of former 
passengers who have forsaken 
Eastern for other airlines. 
They criticise it for everything 
from dirty planes to lousy food. 
Another ad shows him tolling 
employees about the "large, 
deep hole" their company has 
to haul Itself out of. 

irwitoBri of shrugging off the 
complaints or ginwriwg over the 
problems, Shugrue is uncom- 
promisingly blunt. "We cannot 
promise you the moon because 
we cannot deliver it," he says. 
"What we can promise is that 
for the next 100 days Eastern is 
going to get a little better 
every day." 


Telling it like it is 


Eastern Airlines believes honesty is the 
best policy. Alice Rawsthom reports 



Martin Shugrue: Eastern’s *iavBcmpr om i sin giy btunf trustee 


It could be argued that East- 
ern can afford to be blunt 
about its problems because it 
has "nthing kft to lose. In the 
last year or so It has staggered 
through almost every conceiv- 
able corporate crisis from shut- 
down to bankruptcy. The com- 
pany made a crippling loss of 
yRTChn in 1989. 

Only last week Shugrue told 


a creditors’ meeting that the 
fosses for 1990 would be higher 
than the 3330m originally fore- 
cast. 

Eastern desperately needs to 
win back the business passen- 
gers, on whom it depends for 
high ticket feres, who have 
drifted off to other airlines. 

pjp Hamilton, executive cre- 
ative director of O&M, says the 


agency reckoned that all 
US airlines, not just Ea stern , 
were in sue*, a terrible state 
that “The first guy who trid* 
like it is would win a lot at 
credibility with customers. 

Yet the Eastern campaign » 
pinn an extreme example at tne 
general trend for corporate 
advertising fb become less 
eulogistic/Some of the current 
crop of UK corporate cam- 
paigns — while nowhere near 
as uncompromising as the 
Eastern ads - are much more 
pragmatic than their predeces- 
sors. 


The 

Shell. 

Hwalw 


latest campaign for 
y Bartle Bogle Hegarty, 
-ith the oil group's envi- 
ronmental policies in a deliber- 
ately down-to-earth way- The 

new for Fuji film, 

created by Howell Henry Chal- 
decott Lury, focus on hardhit- 
ting social Issues. 

As tiie number at corporate 
campaigns looks set to 
tu msg , ^pawieg will have to 
become more subtle and 
sophisticated In the way they 
construct thwm. The era of the 
sugary corporate commercial is 
probably ove r. But it remains 
to be seen whether other 
advertisers will be brave 
enough to be quite as blunt as 
Eastern Airlines. 


Frisps — the premium crisps 


G et ready for Frisps. As 
if not sated already 
with the tonnes of 
Hula Hoops, Wotsits and Dis- 
cos they consume each year, 
Britons next month will have 
another savoury snack to 
choose. 

The launch, of Frisps is a 
pre-emptive shot hy KP Foods, 
United Biscuits’ snack foods 
subsidiary, in what it expects 
will be a fierce global war 
with PepsiCo; its Frlto-Lay 
unit has been the clear US 
market leader for many years. 

Frisps, a rippled crisp 
look-alike reconstituted from 
dehydrated potatoes, illus- 
trates the huge Investment 
required In launching a new 
brand in the£L2tm UK snacks 
market. KP plans to spend 
nearly £8jim on F rigs - £4m 
on manufacturing and £4.4n 
on marketing in the first seven 
months alone. 

Of the marketing spend 
£4.2m will be advertising sup- 
port by Lowe Howard Spink In 
two bursts in September and 
February, and £200,000 on cou- 
pon promotions. For the latter 
exercise, KP is using Reed 
Publishing's Coupon Book to 
reach 6m households. 

"Crisps are seen to be fefrly 



serious, fairly imexritmg prod- 
ads," says Iain Patau, market- 
ing controller for new product 
development at KP. “We were . 
looking for a savoury made 
with mainstream appeal, but 
slightly adult-biased.” 

Because it is not made from 
whole potatoes, the new prod- 
uct is technically not a crisp 
but a savoury snack, a sector 
in which KP has maintained 
its lead over the combined 
shares of Walkers and SmWw, 
both owned by PepsiCo. 

Such an arbitrary distinc- 
tion Is unlikely to figure much 


at the grocery counter or in 
the sweet shop. “To the cus- 
tomer, IPs a crisp.'* Paton con- 
cedes. However, KP hopes that 
Frisps will be perceived as dif- 
ferent enough to make a Ip 
per packet premium palatable. 

Frisps is the first snack 
which KP has lifted from. Kee- 
hler, UB’s US subsidiary. Kee- 
hter has diversified in recent 
years from its cookie heritage 
to became the third largest US 
savoury snacks group. One 
large factor in its success was 
Ripplins, the US version of 
Frisps. Launched last year 
aimnal sales are’now 893m. 

Ripplins was the losing 
finalis t in the competition on 
what to m™ the UK product. 
It was rejected because con- 
sumer test groups perceived it 
as too. ^feminine”. Frisps, by 
contrast, came across 1 as 
implying "light and fresh.” 
Other names which were 
tested against Frisps - but 
found wanting - included 
Crispins, Merits, and Stripes. 

KP must try to avoid canni- 
balising sales from its stan- 
dard crisps. Real McCoys pre- 
mium crisps or its many snack 
brands, shnna John of Coley 
Porter Bell, the consultancy 
which designed the packaging 


for Frisps, as it did for 
McCOys, argues that the new 
product will "re-stimulate" the 
market by bridging the crisps 
and "concept” snacks gap. 

BP’S rivals will watch the 
launch with interest. Golden 
Wonder, the Dalgety subsid- 
iary which ninny industry ana- ■ ■ 
lysts believe may be squeezed 
between KP and PepsiCo,' 
plans to launch at least one 
new product In the next two 
imintha Tn Hw meantime, it is 
increasing the packet size of 
an its crisps and snacks from 
28g to 30g without raising 
prices. 

But what is PepsiCo plan- 
ning? Neither of its separately 
managed UK snack companies 
has launched a major product , 
since the change of ownereltip, 
a state of affairs KP expects 
wffl end before long, : perhaps . 
with the introduction of Cftee? r 
tos from the US. John CuRip, 
commercial director of Walk- 
ers, the largest of the two Pep- 
siCo units and dear leader fin 
the crisps market, gives notic- 
ing away, but suggests that 
PepsiCo will concentrate on 
fewer products but with 
broader appeal. 

Clay Harris 


TECHNOLOGY 


Milking 
the cow’s 
medicine 

M Ok Is known univer- 
sally to be good for 
people - but none 
perhaps as beneficial as that 
from 1,200 New Zealand cows 
Involved in a test programme 
to produce milk specially 
developed to treat or prevent a 
range of human ailments from 
arthritis to toothache. 

Animals, as well as humans, 
produce their own protection 
against diseases. Cows are 
unique in that not only can 
they produce antibodies for 
bovine diseases, hut can also 
produce antigens to fight the 
diseases suffered by other ani- 
mal species. This protection 
can afro be extended to help 
combat viral infections such as 
the common cold. 

The Initial technology for 
the New Zealand project was 
developed in the US by Stolle 
Milk Biologies, which is 
involved in the test pro- 
gramme jointly with the New 
Zealand Dairy Board. 

Cows are injected with the 
particular bugs and left to 
develop the immune system 
for the disease these cause. 
Anticipating objections from 
animal lovers, the New Zea- 
land Dairy Board points out 
that cows in the programme 
receive fewer Injections than 
cows in a normal dairy her d 
providing milk for consump- 
tion. 

The milk from the eight 
herds is being turned into 
milk powder under carefully 
controlled conditions and the 
appropriate antibodies 
extracted. In the case of tooth 
disease the particular antibody 
will be included in toothpaste. 

The antibodies also help the 
human body build up its own 
defences against disease. They 
will fight organisms causing 
gastric disorders, diarrhoea 
nmi vomiting help reduce 
high blood pressure and 
inflammation which creates 
pain fa arthritis suffers. 

It is also hoped that the spe- 
cial milk will lower blood cho- 
lesterol levels and be effective 
In p r eve n ting acne. Extensive 
tests so for have shown no side 
effects when used In the treat- 
ment of any of the nominated 
rficnaoiL Milk Board officials 
say never the slogan "milk 
is good for yon” been so apt. 

Dai Hayward 


R ichard Sykes has a 
simple view of his 
role as research direc- 
tor of Glaxo, the phar- 
maceuticals group. He is 
spending more than £4O0m a 
year running an International 
research business with just a 
handful of clients. 

His products, he says, are 
truckloads of paper relating to 
the safety and efficacy of new 
drugs. His job is to write drug 
applications in such a way as 
to persuade national regula- 
tory agencies to accept his case 
for licensing tha drug. 

Glaxo Group Research Lim- 
ited is the source of GLaxo’s 
Latest prescription medicines 
such as Zofran, to treat vomit- 
ing in cancer patients, and 
Flixonase, a steroid for hay 
fever. He manages 5JHM people, 
mostly in Britain but some in 
another eight countries. In the 
last five years his budget has 
quadrupled. He has a ca p ital 
investment programme of 
£200m for each of the next four 
years. 

Sykes, 47, is a microbiologist 
who first worked for Glaxo in 
the 1970s when he helped 
invent an injectable antibiotic. 
He was "brain-drained" back 
from Squibb in the US in 1986, 
when the company recognised 
that it was inadequately pre- 
pared to cope with the highly 
productive machine for discov- 
ering potential new drugs set 
up by his predecessor, David 
Jack. 

People talk of research and 
development as if they were 
two sides of the same activity. 
Sykes sees them as quite sepa- 
rate cultures, even requiring 
different kinds of scientist. 
"People who discover drugs 
have a different approach from 
people who develop drugs.” 

Glaxo research was - still is 
- rich in people driven by the 
desire to invent what the 
industry calls new chemical 
entities which, if proved suffi- 
ciently efficacious and safe, 
might ttihIcp new drugs. 

Drug development, on the 
other hand, is a pragmatic 
activity, requiring a highly 
resilient and phlegmatic kind 
of scientist who can cope with 
the idea that most of his poten- 
tial new products are going to 
fail. Development provides the 
data by which the proposed 
new product will stand or fell 
Both activities need to be 
managed. “Allow total freedom 
and you get havoc.” Sykes 
says. From the early-1960s 
David Jack sought to cultivate 
a strong culture of discovery, 
the root of GLaxo’s lucrative 
product portfolio today. This 
-culture produced what Sykes 
says was missing in the mid- 


Richard Sykes, chairman of 
Glaxo’s research activities, 
speaks to David Fishlock 

Deep roots 
of a drug’s 
development 


1980s, an organisation to sift 
the rich crop of new chemical 
entities for the potential mon- 
ey-spinners. 

Since 1988 Sykes says he has 
hired about 1,500 scientists, 
mostly for development. He 
recognised, too, that his 
research and development 
activities needed something to 
bind them, which he calls 
"exploratory development", an 
activity lasting one to two 
years before the serious com- 
mercial questions about manu- 
facture and markets are raised. 

Sykes runs his research 
activity through research man- 
agement committees (RMC), 
one for each of the seven areas 


The tally since 
Sykes pot his new 
research structure 
in place is two new 
medicines approved, 
five more filed for 
approval and three 
to be filed this year 


of chemotherapy - cancer, 
card! o- vascular, central ner- 
vous system, gastrointestinal. 
Infectious diseases, metabolic 
and vascular diseases, and 
respiratory diseases - which 
Sykes helped the company 
Identify as central to Glaxo’s 
longer-term interests. The sci- 
entists themselves what 
goals to pursue. Project leaders 
report their progress to the 
appropriate RMC. The drug 
discovery activity is integrated 
through a research manage- 
ment matrix. 

When a project director con- 
vinces his RMC that he has 
achieved an objective - a new 
chemical entity with interest- 
ing prospects as a medicine - 


its chairman reports to the 
Exploratory Development Com- 
mittee (EDC). This is a com- 
mittee of all Glaxo’s top devel- 
opment managers. “It’s a very 
important interface and in 
many ways unique to Glaxo," 
Sykes claims. He chairs the 
EDC himself. 

The EDC is a filter which 
two new chemical entities out 
of every three, on average, fell 
to pass. His philosophy is that 
as soon as a substance begins 
to fell short of its objectives, 
“kick it out” 

Substances that survive will 
enter a costly development 
stage "when we really start to 
spend money”. Typically clini- 
cal testing will take from three 
to six years - much longer for 
a chronic therapy to treat mor- 
tal Illness or heart disease than 
for a one-shot therapy to treat 
an infection. Earlier this 
month he filed for a product 
licence for a treatment for mig- 
rane on which Glaxo began its 
research and development in 
1972. 

Development is organised 
into seven development 
groups, corresponding to the 
seven research groups. Glaxo 
has always been good at devel- 
opment - witness ranitidine 
(Zantac), which took six years, 
says Sykes. What it lacked was 
a way of managing the large 
number of new chemical enti- 
ties being discovered. Today he 
has about 16 in exploratory 
development, including com- 
pounds for treating AIDS and 
herpes, and another eight in 
full development. 

Development is when the 
case is compiled for the regula- 
tory body such as the US Food 
and Drug Administration or 
the Committee on Safety of 
Medicines. Typically this case 
runs to 80-100 volumes of data 
on the efficacy and safety of 
the substance. The case for 
Zofran tablets to curb nausea 



Richard Sykes: “People who discover drugs have a different 
approach from people who develop drugs’ 


and vomiting in cancer 
patients, which earned Glaxo 
Research plaudits from the reg- 
ulators, ran to 80 volumes at 
500 pages each. 

Earlier this year Sykes 
received a letter from the 
chairman of the Committee on 
Safety of Medicines, Britain's 
regulatory body, compliment- 
ing the company on “the high 
quality of the application and 
expert report." 

For Sykes, the clear objec- 
tive of development is to 
assemble data in a logical, con- 
cise and unambiguous way. 
Every time the regulator 
w rites r equesting clarification 
or extra data, it maana a three- 
month delay, he says. The reg- 
ulator is a client he most try to 
satisfy by the way he drafts his 
new drug application. He is 
someone to work with, not 
against 

The tally since Sykes put his 
new research management 
structure In place Is two new 
medicines approved, five more 
filed for approval with the reg- 
ulators and a further three 
likely to be filed thin year. In 
addition, he has about 16 more 
new chemical entitles in 
exploratory development, of 
which he expects five or six to 
enter full development 

His target Is a mlnlmrnm of 
one major new medicine 
launched commercially each 
year, and three or four new 
variations on existing prod- 
ucts. 

When Sykes took charge, 
Glaxo's R&D was confined to 


Britain. Today it Is an interna- 
tional R&D operation with 
about one-tbini of the activity 
outside Britain. Investment in 
International R&D, mostly in 
eight other countries led hy the 
US, is coordinated by Glaxo 
International Research of 
which Sykes is chief executive. 
A new research centre is near- 
ing completion in Italy, and 
another is piannad at Tsuknba 
in Japan. 

The commercial -success of 
the gastrointestinal drug Zan- 
tac helped hi g hli g ht file weak- 
nesses Of the group, including 
its need to become far more 
international. Today, outside 
Britain, its biggest effort on 
drug discovery is in the US, 
where Sykes has a team of 200, 
compared with 1,300 in Britain. 
The US now leads Glaxo's 
research in cardlo-vascuLar 
medicines, fllam is building a 
8350m R&D centre at Triangle 
Park, North Carolina, for a 
team of about 1,000. 

In Geneva Sykes bought the 
former Biogen laboratories to 
obtain ready-made expertise in 
genetic engineering for his 
research empire. This team of 
70, renamed Glaxo Interna- 
tional Molecular Biology, pro- 
vides his company with entry 
to an enabling technology now 
seen as a potential source of 
new medicines that previously 
bad not been recognised by 
Glaxo, Sykes says. By 1995 he 
expects to preside over an 
international research and 
development organisation of 
6,500 people. 


Documents travel 
with their formats 


A nyone who has created 
a stylishly formatted 
document on a word 
processor only to find that the 
recipient’s system cannot 
translate the layout and dia- 
grams, will appreciate a stan- 
dard which is. coining to frui- 
tion this year as part of the 
computer industry’s move 
towards “open" systems. 

The International Standards 
O rganisa tion (ISO) ha s bee n 
working with computer suppli- 
ers for the past eight years to 
define various levels of office 
document architecture (ODA). 
The architecture offers com- 
puter users a means of trans- 
mitting Structural In formation 
as well as rules for editing and. 
formatting a document 


Systems which offer ODA 
encode the document Into ah 
official style which the receiv- 
ing system will decode back 
into the original format This 
allows documents to be trans- 
ferred and displayed on previ- 
ously Incompatible systems, 
and wffl also ensure that docu- 
ments can be archived *nd 
edited on future technology, 
regardless of h ow different 
they are to current systems. 

ODA Is the document ver- 
sion of the electronic data 
interchange (EDI) standard. 
Already many businesses have 
implemented EDI to exchange 
data such as invoices and 
orders, to save retyping and 
potential errors and to reduce 

printing anil mailing wwte 

Electronic documentation 
standards exist for specific 
industries such as military and 
publishing. But until now 
there has been no common 
standard for the general busi- 
ness user, who produces docu- 
ments mostly on basic word 
ore. These various stan- 
are beginning, to be 
brought together into a single 
version, which mi ght eventu- 
ally become mandatory for 
Government suppliers. 

The US Government origi- 
nally defined computer-aided 
logistics support for defence 
suppliers to produce technical 
documentation in machine 
readable format, while pub- 
lishing industry is beginning to 
use the standard generalised , 
markup language (SGML). 

"Every industry should start 
thinking- about providing an 
infrastructure Bear moving mul- 
ti-madia AvumflHfai both inter- : 
nally and externally . There ia a 


move towards international 
standards covering multi-me- 
dia documentation and, we. will 
see a standard that coven both 
SGML and ODA," says Jenny 
Edmondson, DEC’S document 
marketing manager. 

Edmondson adds that while 
these standards may be manda- 
tory for some suppliers, other 
bu sin esses such as pharmaceu- 
tical companies see ODA as a 
"competitive weapon”. Being 
aide to send a document to var- 
ious specialists and depart- 
ments, to be updated electroni- 
cally and immediately 
forwarded to the regulatory 
authorities, should give an 
advantage over competitors 
still relying on updating and 
mailing paper documents. 

. Given that 90 per cent of all 
business information com- 
prises text and multi-media 
graphics-based documents, the 
emergence of common proto- 
cols should bring tangihia ben- 
efits to most computer users. 

A demon st ration of ODA was 
given to the public this year at 
the CeBif90 exhibition at Han- 
over, Germany by several lead- 
ing computer manufacturers 
including DEC, ICL, Siemens 
and BulL. Documents were sent 
and displayed In their pub- 
lished format between the dif- 
ferent systems. These manufac- 
turers have agreed to produce 
■software conforming to ODA. 
Same vendors, however, have 
only announced support for 
the standard at this stage. 

AH fife vendors are releasing 
the ODA software Initially 
under the Unix operating sys- 
tem now available on most 
makes of computer from the 
largest to the smallest. . 

T he ODA- standard fam been 
s uppo rted by the EC as part at 
Esprit programme and It has 
the backing of various Euro- 
pean user groups. 

While suppliers still struggle ' 
to cope with basic text and dut- 
gram layers at this stage, the 
ODA standard is riaatgnofl ^ 
incorporate extensions and 
advances In technology, such 
a* colour, spreadsheets, sound 
and full motion video. 

Additional features could 
includ e a live link back to the 
com puter of the originator’s 
system; allowing data In a 
or . Proposal to be 
uea automatically before it 
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Having partially 
recovered from the 
mid-1980s doldrums. 
Southampton could 
become an important 
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European gateway as a base for 
high technology industries wishing 
to take advantage of opportunities 
offered by the European single 
market, writes Stewart Palby 

Renaissance 
is under way 


iff nvabSfcfc 
oder - 


een wiS 

S^theSf 

!kS crisps afS? 

U° “* *«5t 

*5 h Pm 

= iauEched a 
n to chaam^ 

] ^. before^: 
'V^introdnS; 
l! ^a feQu5. 

■ fte ‘-awaitfe 
a ceks sndcfcab 
tf-sps market,^ 
but s*m 
*:CG WiU c®* 
proincaa. 
afar sjjpeal 


IN THE 1980*, Southampton 
was poised ta join Britain’s 
crowing' list or so-CaHfld post* 
industrial swurlM towns. It 
may well stUi, but first some 
pieces or the Infrastructural 
jigsaw must fan Into place. 

Glasgow. Bristol, and Swin- 
don arc all okl m a n u f acturing 
centres which have undergone 
regeneration through the 
development of sendee Indus- 
tries and other forms of new 
investment. 

In Southampton’s case 
employment was central an 
the port and related shipbuild- 
ing, ship repair and other engi- 
neering. Specifically. South- 
ampton was known as the 
starting point for transatlantic 
liners. This business died a 
sudden death more than 15 
years ago (although cruises in 
the shape of the QE2 ami the 
Canberra are currently under- 
going a small revival). 

The ferries to Europe trans- 
ferred to Portsmouth more 
recently. The port at one stage 
probably employed 10,000 peo- 
ple directly and indirectly. The 
docks themselves rationalised 
both in terms of men and land 
because of Increased mechani- 
sation. 

The industrial shake-out ot 
the early 1580s meant large job' 


bosses. In 1985 male unemploy- 
ment was 16.3 per cent and 
female unemployment 9.7 per 
cent for an total ynpmpin yoH of 
13.8 per cenL It stayed substan- 
tially above the national aver- 
age and high for the south. At 
the end of last year it was 6 per 
cent and only this year has It 
fallen to the national average. 

As with other inner city 
areas, pockets of very high 
unemployment remain. The 
Bargaie ward still had unem- 
ployment of 13.7 per cent at the 
end of lost year; working-class 
districts Free ra an tie and St 
Luke's had levels of 8.9 per 
cent and 1LX per cent respec- 
tively. 

Not an the old-style indus- 
tries disappeared. Pirelli. STC, 
BAT, Martini and AC Delco 
have stayed in Southampton as 
has the working port, as well 
as some ship repair and ship- 
building. Some may be plan- 
ning to move out and others 
are slimmed down versions of 
their former selves. 

But the fall in unemploy- 
ment overall since 1985 has 
been due largely to the influx 
of service industries. 

According to the Department 
of Employment’s Census of 
Employment, manufacturing 
jobs fell by 25.2 per cent 


between 1981 and 1987 from 
2 W per cent of the total to 179 
per cent In transport and com- 
munications the fall was one of 
32,4 per cent, so that in 1987 
only 105 per cent of workers 
were employed in this sector 
compared with 15J per cent in 
196L 

The biggest increase was in 
bonking, insurance, finance 
and business, up by 31 per cent 
over the period, but from a low 
base. By 1987 some 12.7 per 
cent oT the workforce of 106.499 
were employed in this sector. 

Employment in all services 
rose by 28J5 per cent between 
1981 and 1987 - ranging from 
financial services to central 
and local government, 
cleaning, personal and domes- 
tic. welfare, education. 

It is useful to have this 
broad definition because the 
city, for example, has large 
health service sector employ- 
ment. There Is the regional 
health board and a number of 
hospitals plus a medical fac- 
ulty at the university. A total 
of some 12,000 could be 
employed in health. Also, there 
is substantial employment in 
education, not only around the 
university, but at numerous 
other colleges and educational 
establishments. 

The City has been trying to 
attract tourists, using the bait 
of an attractive waterfront, its 
Roman and Norman remains, 
and its proximity to the New 
Forest and the Isle of Wight. 

There are lots of parks. 
There Is first division football 
and a county cricket team in 
Hampshire. The Mayflower 
theatre has been refurbished 
by Southampton City Council 
and now claims to be the larg- 
est theatre in the south of 
England. All of these activities, 
widely defined, mean service 
sector jobs. 

Bat growth has not Just 
come from service Jobs. On its 
periphery, manufacturing 
growth has also been notable. 
Southampton’s boundaries are 
tightly drawn, and like other 
old port or industrial cities it 
has been losing population. 

Hampshire County Council’s 
population and dwelling fore- 
casts for 1987-94 predict that 
the city’s population should 
fall by 5.9 per cent to 194,400. 
Conversely, towns and areas 
on Its periphery have grown 
rapidly. In the same period the 
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rents ware low for most of the 
1980s and are only now reach- 
ing £15asq ft. 

Everyone, however, of what- 
ever political persuasion pays 
tribute to the Labour council 
and its leader, Mr Alan White- 
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Southampton remains a working port. Yet marina and r*ald«R8a! dare l opmenta are taking ptac* 
due to land reclamation and bocaua* Associated British Porta Is tha sola property owner 



Test Valley Is set to grow by 
19.8 per cent to 110,600, Eas- 
tleigh by 17.8 per cent to 
110,000 and Fareham by 20 per 
cent to 106£00. 

It is around some of these 
towns that the new business 
and science parks have sprung 
up with more of an emphasis 
on manufacturing. 

The reasons given for South- 
ampton’s renaissance are 
many and varied, depending on 
whom you ask. But when 
claims mid counterclaims sub- 


side, the city appears to fur- 
nish proof of the old estate 
agents* adage that there are 
three reasons property takes 
off - location, location, and 
location. 

Associated British Ports 
(ABP) is happy to leave the 
impression that the ball got 
rolling after it decided in the 
early 1900s to use some of its 
waterfront land for three large 
mixed p rope rty developments, 
including Ocean Village. 

Others say the boost came as 


a result of vastly improved 
communications. Electrifica- 
tion of the railway line means 
trains take 67 minutes to Lon- 
don’s Waterloo. The M3 
reaches south from London as 
far as Winchester. 

For companies, the city 
offered the ‘‘attraction'* of high 
unemployment. Labour was 
not only readily available and 
cheap, but was relatively 
skilled. So too was property. 
Building activity in the docks 
area and elsewhere wiMiit 


He says: “When we achieved 
power In the mid-1980s we real- 
ised something had to be done 
quickly. The old Conservatives 
had so offices in the civic cen- 
tre and were doing everything 
by post. 1 * 

Mr Whitehead feels there is 
still some way to go in the 
development process. The MS, 
which at present does not link 
op with the M27 on Southamp- 
ton’s periphery, still seeds to 
be completed. Agreement for 
the link has at last been given, 
and controversy over routes 
around Winchester appears to 
have been resolved. 

Equally controversial as far 
as Southampton's future is 
concerned are plans by the 
entrepreneur Mr Peter de 
Savory to upgrade the airport 
at Eastleigh. He wants to have 
what has been tamed a brief- 
case airport, which would form 
an air bridge for businessmen 
and freight not just to Caen 
and Le Havre in northern 
France bat to other key desti- 
nations on the Continent. 

The business community 
feels the city is badly in need 
of a good four-star hotel, pref- 
erably with conference facili- 
ties. 

Mindful of the expensive 
congestion that has arisen in 
other towns with such projects, 
the city council has an ambi- 
tious scheme to develop a mass 
transit railway. 

In terms of costs of running 
offices and factories Southamp- 
ton has an unusual geothermal 
scheme which is cheap and 
coaid be expanded. 

Most erf these developments 
will probably go ahead, but 
there is a Question over timing. 
Some people argue that, as the 
UK economy appears to be edg- 
ing perilously dose to reces- 
sion, Southampton has more 
shops and offices than it needs 
and speculative building 
should halt Hampshire County 
Council has become very con- 
servationist and wants to stop 
speculative developments 
around the town. As a result, 
the city's sunrise may be post- 
poned just a little. 


IN THIS SURVEY 

The port 

adapts 

to 

change 

■ Tba pork still thriving on 
new business without the 

transatlantic liners 2 



With Roman and Norman 
remains Southampton is try- 
ing to develop its tourism. 

■ Property: schemes will 
transform the docks 

■ MAP/KEY FACTS 2 

■ Eastleigh Airport: new era 
on the runway 

■ Financial services: stall 
can relax on the waterfront 3 

■ Tourist Industry: 'soap" 
sells rooms 

■ Inner city traffic: the prop- 
sect of People Mover 

■ Deep sea research: a • 
magnet for the marine park 4 



M (Above) Chiiworth 
Research Centre (see p 4) 
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As a world leader in underwater telecom- 
munications technology we intend to stay at the top 
with our sophisticated high-tech cable manufacturing. 

This has helped us win contracts worth over 
£500 million in the last ten years and achieve the world's 
first international optical fibre link as well as being 
the only sole supplier for a transoceanic optical 
fibre system. 


And with this year's Queen's Award for 
Technology for our work on optical fibre submarine 
cable, along with the development erf even more 
innovative systems for the future, we're well and truly 
sitting on top of the bottom of the world. 
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Leaders in underwater telecommunications. West Bay Road. Western Docks. Southampton SQ9 4YZ. 
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a profit 


out of your 



YESD NOD 


(He shouldn’t do) 


Most companies are too busy trying 
to run their business to pay enough 
attention to minimising the fax they pay. 


J Vm toobusy toM In questionnaires 
like this. : YES Q NOD 


activities internationally as well as in 
the UK. 


{.need a firm that’s close by. * 

YESD NOD 




But organising things so as to fully 
maximise tax savings is something few 
companies can do for themselves any- 
way. They need outside advisers, with 
real experience. 

r-v " 

I-reckonPm getting the tax advice 

4. *. T\ •- YESD NOD 


But we ore: our office in Southampton 
has been there for well over 25 years. 

| No firm as big as Coopers & Lybrand 
Deloitte would be really interested 
' in my company’s tax affairs. 

3 YESD NOD 

So why do you think we've placed this 
advertisement, then? 


Excellent. But can your advisers deploy 
the resources that are really needed? 
Have they experts in all the areas that 
can easily affect your tax bill; customs 
and VAT and pension benefits and per- 
sonal finance and even the workings 
of the Revenue itself? Not to mention 
relocating and restructuring your 


Coopen ft Lybrand Details, 5 Town Quay. Southampton S09 12G, it 
in England and Walet to cony on investment business. 


If you would like a free consultation to 
see if we could save you money, 
just telephone Barry Watson or Roger 
Angus on 0703 632772. 


/ 


j Coopers 

Solutions 

j &Lybrand 

for Business 

I Deloitte 
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authorised by the InsUiuie of Chartered Accountants 
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Ocean Village, where redevelopment, Involving several housing complexes. Is now under way 


The transatlantic liners have disappeared, but that is not the end of the story, writes Stewart Dalby 


Port still thrives on new business 


THERE HAS been a port at 
Southampton of some kind for 

2,000 years, ever since the 
Romans fortified the area to 
protect their capital at Venta 
Belganum, now Winchester. 

It was the port from which 
the Pilgrim Fathers set out for 
a new life in the Americas in 
the Mayflower and Speedwell 
in the 17th century. 

But it is probably most 
closely identified with the huge 
transatlantic liners which took 
the rich and famo us across to 
the US. 

This trade died a sudden 
death around 18 years ago for 
one simple reason - it was 
cheaper and quicker to go by 
aeroplane. More recently, 
Portsmouth became the UK 
port for the ferries to France. 
But no-one in Southampton 
regrets them, since they 
apparently did not make much 
money for its port. South- 
ampton as a port, however, did 
not fade away with the decline 
of these passenger businesses. 

The waterfront seems 
quieter, less busy and less 
grand than it did. Vet it is still 
very much a working port and 
a flourishing one. 

If the docks appear not as 
frenetic as before, this is partly 
because with mechanisation of 
cargo handling and other 
functions, fewer people act- 
ually work on the waterfront. 

This is a process which was 
accelerated by the ending of 
the national dock labour 
scheme last year. 


According to Mr Julian 
Gollogly, public relations 
officer for Associated British 
Ports, which has run the port 
at Southampton since 
privatisation in 1982: "We no 
longer employ any dock 
workers, technically speaking.” 

All employees are deemed 
“other staff" since the dock 
scheme ended, and there are 


The waterfront seems 
quieter, less busy and 
less grand than it did 


now 346 of these compared 
with 1,333 in 1983. Before the 
demise of the scheme, 
Southampton had 136 regis- 
tered dock workers, and one 
stevedore company currently 
undertaking work is thought to 
have a similar number of staff. 

The impression that the port 
is in decline is accentuated by 
the developments in the 
eastern docks. The waterside 
projects of residential, office 
and leisure buildings have led 
some to believe ABP is more 
interested in becoming a 
property developer than in 
r unning a working port. 

But that is not the case. One 
of the reasons that ABP started 
to go into property develop- 
ment in the mid-1980s is that it 
suddenly had more land avail- 
able. This was not so much 
through rationalisation of port 
activities, although that played 


a part Simply, massive land 
reclamation added to the stock. 

Mr Gerry Thomas, regional 
property manager for ABP, 
says: “Some of this land is 
worth . £lm an acre in 
development terms. It costs far 
less than that to reclaim an 
acre of land. So it is obviously 
a profitable proposition to use 
land for non-port devel- 
opment” 

The port itself has quietly 
developed since the early 1980s. 
Mr Gollogly says: "We do not 
like to promote ourselves as 
the biggest UK port in either 
this or that activity. We rfafm 
that we are a major inter- 
continental deep sea port We 
are one of the three leading 
ports In the UK overall.” 

Southampton has a unique 
“double fide” which gives it 17 
hours of rising water in any 
given 24 hours. This greatly 
diminishes most of the 
drawbacks of the tides. The 
deep water most of the time 
means Southampton is 
particularly suitable for 
accommodating large vessels. 

The port has become big in 
the container business. This 
centres on the Prince Charles 
container terminal which 
covers 94 acres. In 1988 
Southampton had a 
throughput of 300,000 container 
units. 

Figures for 1989 could be 
misleading because of more 
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35 City Industrial Park 
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Commercial Union is helping 
to turn Southampton green. 

(For once, it’s our turn to make a claim.) 

To mark the opening of out new Southampton offices, 
we’re also making our mark on local environment issues. 

Our General Insurance branch has made a donation to the 
Groundwork Foundation. 

The money will help provide a superb *Pocket Park’ dose 
to the town centre. 

What’s more, when opening our life and Financial 
Services branch, we supported BLISS (Baby life Support 
Systems) by buying equipment for the Princess Anne 
Maternity Unit. 

Because we fed it’s just as important to rebuild lives, as 

well as the environment 

So you’ll find more than a full range of insurance and 
finanriai planning services at our offices. 

You’ll also find a strong sense of community. 


I Assurance 1 

We won’t make a drama out of a crisis I 

CamoMtcklOrtMM AMunnec Cornpnny Ltd, GU House. 1 Queen Temee, Southampton SOI 1 XL. TeLOTDS 634395 


than usual disruption due to 
the ending of the dock labour 
scheme. 

The port has also become 
prominent as a car exporter. 
Roll-on roll-off ferries carry 

240,000 cars a year. Renaults, 
Fiats, Lancias and Seats are 
brought in. Austin Rovers, 
Jaguars and Range Rovers go 
out 

Southampton remains an 
important passenger port. 
There has been something erf a 
revival in the cruise bumness. 
The QE2 does not ply across 
the Atlantic as often as its 
forebears, but there are shorter 
cruises to the Mediterranean 
and the Canary Isles. In 1989 
nearly 120.000 passengers 
travelled on liners to and from 
Southampton. 

Some 1.3m passengers went 
on the Red Funnel ferries. 


owned by ABP, to the Isle of 
Wight Some 300,000 cars also 
made the journey in 1989. 

A newer line erf business is 
bulk cargo. In 1989 South- 
ampton handled over lm 
tonnes of grain, it one 

of the biggest grain handlers in 
the country. It also deals in 
other bulk cargoes, such as 
cement and aggregates. 

Shorter cruises to the 
Mediterranean and the 
Canary Isles 

One area which has not 
flourished is the free trade 
zone. Like other zones in other 

ports, this does not appear to 
have taken off, and there is 
some suggestion that the area 
of berths (101 to 104) currently 
designated for the zone might 


be used as a trade or exhibition 
centre. 

Officials at the Civic Centre 
would also like to see more 
ship repair undertaken in 
Southampton. If this cannot be 
done at the Trafalgar dry dock 
on Queens Quay, then they 
would like to see an expansion 
of activity at the King George 
dock. 

Mr Thomas makes the point 
that of the 10km of quayside 
owned by ABP, only 2.6km has 
so Ear been earmarked for 
non-port type developments. 
Behind the quays ABP has a 
lot of land which can be used 
either for warehousing or light 
industrial development as well 
as expansion of ro-ro and 

c ontainer farfliHaft. 

In spite of any appearances 
to the contrary, Southampton 
seems likely to develop further 
as a major working deep sea 
part. 


KEY FACTS . 

Papulation — 197,400 (1989), 206,600 (1981), 194.400 (1994 
forecast) _ 

Greater travel to work population ..668,600 (1989),8S7i<W0 
(■81), 681,000 ('94 forecast) " " 

Unemployment (last quarter 1989) — B per cent (women 
4 per cent, men 7.2 per cent) 

EMPLOYMENT BY SECTOR (1987) - ■ ' 

Manufacturing 17.9 per cent (change 1961-67 -25^%) 

Transport 10.5% (change 198147 -32.4%). 

All services 46.2 per cent (change 1981-67 +28.5 per 

cent) • •• 

COMMERCIAL AND INDUSTRIAL PROPERTY COSTS • 
Office rents, prime B1 sites ............... — — -U£i7-15~ aoq ft 

Other rents -From.eiO a ft 

Prime bKkntrial/conimerclal land along W a terfront -Up to 
Elm an acre . ... _ . 

On the periphery Around £500,000. an acre 

Inner cKy terraced houses ... l; Prom £30.006 

Semi-detached houses ... From S50JX3Q 

FOur-bedroomed detached houses .—£100.00610 EISO^DOO 

Manufacturing companies .—.Pirelli, Vosper Thofneycroft, - 
BAT, Ford Motor ‘f- 

Service companies ... Skandia Life, General Accident, 

Coopers and Lybrand ' '••• • ^ • •• • 

Rail links London (1 hr 7 min), Bournemouth (28 into). 

Birmingham (3hr 15 min) r 

Road Nnka -A33/M3 is 2hrs drive to London; Because of 
M27, Poole and Bournemouth are easily reachable Jts to ; 
Por tsmouth. Also links with M4, Midlands and the. North . 

Further Infor mat ion .. Economic Devetopinerd Unit rJ 

Southampton City Council, Civic Centra;. tel. (0703); 
832SS7, fax no 832424 


Stewart Dalby explains why much of the city centre looks like a building site ; 

Schemes will transform the docks 


EMERGING from Southampton 
rail station, one may gain the 
impression that all of the city 
centre is one great building 
site. To the left, up the hill, a 
BBC regional headquarters is 
being built around the Civic 
Centre, and opposite the centre 
the Marian ds shopping com- 
plex is under construction. 

The most extensive develop- 
ments, however, are down on 
the waterfront, most of which 
is owned by one landowner, 
Associated British Ports. It is 
these schemes which many 
argue have been the key cata- 
lyst in the regeneration of 
Southampton as a business 
and leisure centre. 

ABP has building projects 
under way at 12 of its 21 ports 
in Britain. The three big 
schemes are in Cardiff. South- 
ampton and Hull. Eventually, 
Cardiff could be the largest 
development as ABF is the 
major landowner within the 
2,706-acre area of the Cardiff 
Bay Development Corporation. 
But Southampton is probably 
the second largest scheme and 
is the most advanced. 

The waterfront develop- 
ments at the moment comprise 
three core schemes, covering 
137 acres. These are: Ocean Vil- 
lage. 75 acres surrounding a 
marina at the side of the River 


Itchen; the Queens Quay, 24 
acres at the bead of the Old 
Trafalgar Dock and Town 
Quay (38 acres). 

. The schemes were conceived 
in 1981 when Mr Gerry 
Thomas, the regional property 
manager for ABP, realised that 
because of the ending of most 
of the liner trade, rationalisa- 
tion of the working docks 
through mechanisation and the 
considerable expansion of the 
port area through reclamation, 
ABP had a lot of land which 
could be profitably developed 
for non-port use. 

Mr Thomas has the letter he 
wrote to his superiors, recom- 
mending diversification, 
pinned on his office walL Ini- 
tially, they were not keen. 

“They did not exactly say I 
was crazy but back in the early 
1980s people were not so enthu- 
siastic about dock schemes as 
they are now." 

In 1981 the UK was in the 
depths of recession. What with 
problems of planning permis- 
sion, people could not easily 
see the potential in old docks. 

Today, waterside projects are 
fashionable, and there are 
around 160 in the UK alone. 

It was not until 1986 that the 
first part of Ocean Village got 
going. This was not because f 
the local council was opposed. 


The Labour-controlled city- 
council which achieved power 
In 1983 was and remains very 
keen on the project . 

Mr Alan Whitehead, the 
council leader, says: “I always 
thought it slightly ridiculous 
that people lived in a famous 
port city like Southampton but 
could barely gain access to the 
waterfront” 

Ocean Village, when com- 
pleted (at a probable cost of 
£160m) will include a 450-berth 
marina and a marina village of 
600 properties, ranging from 
studio apartments to four-bed- 
roomed town houses. There 
will be new office accommoda- 
tion alongside refurbished and 
.specially designed premises for 
retailing and entertainment. 

These include Canute's 
Pavilion shopping Centre, 
Alexandra Quay; Enterprise 
House (a 1873 former bonded 
warehouse); Savannah House, 
a three-storey 24,000 sq ft new 
office complex; the first phase 
of a 250,000 sq ft business park; 
a new headquarters for the 
Royal Southampton Tacht 
Club; a multiplex cinema; a 
heritage centre; a maritime 
museum and a 153-seat amphi- 
theatre. The project is due for 


completion in 1991 and is bring, 
built in conjunction. * with 
Shearwater Properties. 

Town Quay is a smaller 
scheme, a couple of docks to 
the west of Ocean Village.. 
Some 38 acres of mixed devel- 
opment, it should , when -.com- 
pleted have 400 marina: berths, 

80,000 sq ft of office space, 24: 
retail sites, seven catering 
units and residential develop- 
ments. 

The focal point of Town 
Quay is the original Harbour 
Board office. The Whitbread 
Round The World Race was : 


l989. But there, tat been some 
slowdown- -in. constructing 
Town Quay. The parent com- 
pany o€ the builders got into 
difficulties and ABP bought 
the project back. ' v l : *. 

Between" Town Quay and 
Ocean Village is Queens -.Quay. 
This Is being cleared for a 
£100 hl project by Grosvenor 
Square Properties, the propearty 
subsidiary of ABP. ffwul again 
be a mixed use scheme with a 
20M*droomed four-star hotel, 
housing 1 , a 240-berth piftHw* 
offices and IrisifreHtafllttes: 
;This will centre - on the 

Continued on Page 3 
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Total Engineering arid Managenieitt Service,."-' 
for the built and marine environment ! 





Head Office Scmthampton 813461 
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Knowledge 

Far Reaching 
Expertise 

MOORE g 
BLATCH 


SOLICITORS 

COMMERCIAL AND CORPORATE ADVICE 

■ Commercial Property ■ Company Law 

■ Licensing ■ Litigation 

■ Land Development ■ Town Planning 

Contact a member of our corporate team 

Telephone (0703) 636311 

Fax:(0703)332205 

H The Avenue. Southampton. Hampshire SOI 2SQ. 
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( SOUTHAMPTON 3~) 


TEW TRAVELLERS who use 
Southampton airport would 
disagree with the opinion that 
the place la "a hit of an (ye 
sore." 

The words are those of Mr 
Len Shelton, an official of Eas- 
tleigh Borough Council, the 
local authority that Includes 


Southampton airport in it* 
lien rarer 


m 



’ --.6i 


area, and which recently 
eranted outline planning per- 
mission for a scheme to 
Improve the airport exten- 
sively. 

Emphasis will move from 
that part of Its role which pro- 
vides a home for recreational 
flying towards os identity as 
what Mr Peter de Sarny, 
chairman of the company that 
awns the site, terms a "brief- 
case airport" - one that speci- 
ali s es in the needs of the busi- 
nessman and the 
commuter. 

Southampton has had on air- 
port at Eas tleigh since 1914. In 
1936 the first Supermarine Spit- 
fire, assembled In Southamp- 
ton, mode its maiden flight at 
Eastleigh, 

Last week, a limited com- 
pany call ed Eastleigh Airport, 
which Is a specially formed 
subsidiary of BAA (the priva- 
tised British Airports Author- 



Eastislflh Airport: totaling Ihe BAA network 

EASTLEIGH AIRPORT 


New era on 
the runway 



ily), acquired the operational 
Southann 






area of the airport. Southamp- 
ton Eastleigh Airport Develop- 
ments (SEADL). which has 
owned the airport up to now, 
retains only two areas, those 
on which the business park 
and commercial development 
are to be built 

SEADL is a 50-50 joint ven- 
ture between Mr de Savory's 
Highland Participants Group, a 
property and ship repair group; 
and London and Edinburgh 
Trust, a property concern. 

The development, it Is esti- 
mated, will be worth £300m 
when completed, 10 years after 
work starts. A new terminal 


will be built, north of the exist- 
ing building; a business park 
will ire built on 43 acres in Lhe 
hitherto unused north-east ear- 
ner of the airfield; and a com- 
mercial zone. Including offices 
and a 150-bed hotel, will go up 
on 35 acres next to the termi- 
nal, alongside the railway line. 

The planners and architects 
drawing up the details arc 
Scott, Brownrigg and Turner. 
They say the airport, including 
the business and commercial 
parks, will employ 4 £00 people 
by the time it is complete. At 
present, 600 people work there. 

What is not in prospect is a 
longer runway. The existing 
runway, north-east to 
south-west. Is 1,723 metres long 
and pm take aircraft up to the 
size of the McDonnell Douglas 
MD83 and the Boeing 737-500. 

Its constraints are physical. 
To the north, the airport abuts 


a British Rail yard which is 
unlikely to move, and to the 
south it is bounded by the M ‘n 
motorway and, immediately 
beyond that. Ford’s Transit 
van factory- 

officials of Southampton 
Eastleigh Airport Develop- 
ments emphasise that the com- 
pany does not waul to turn the 
field Into another Lutun. 
“There will be some charter 
flying, “ one official says, “but 
Southampton will never have 
the charter potential of an air- 
port like Hum." 

Hum is the Bournemouth 
airfield, a few miles to the west 
of Southampton. 

Scheduled flights out or 
Southampton are in the nature 
of commuter operations, serv- 
ing. among other places, the 
Channel Islands, Paris and Bel- 
fast. 

Air UK. one of the airport's 


most frequent airline users, 
operates the BAc 146 four-jet 
regional airliner from South- 
ampton. the passengers a mix- 
ture of achcdulol-scrvicc users 
and charter flyers, and a char- 
ter ski flight has operated in 
the winter. 

As for summer charters to 
such resorts as Malaga, how- 
ever, Ms Karen Tilbury, Eas- 
tleigh Developments manager, 
notes: “You cannot have full 
baggage and full fuel and get 
to these destinations.” 

Traffic at the airport has 
fluctuated during the 1930s, 
but forecasts show that there 
will be a cut in leisure flying. 

In 1980. the airport recorded 

63.000 aircraft movements 
(each landing and take-off is a 
"movement"). In L983 the fig- 
ure was 66,000. but last year it 
was down to 59,000. Of last 
year's movements, about 20,000 
were commercial flights and 

25.000 were flying schools’ 
operations. 

Now the Intention is to oper- 
ate larger aircraft with more 
passengers, carrying out fewer 
flights. But not everyone 
shares the developers' enthusi- 
asm for the project. Fears have 
arisen concerning the effects of 
airport growth on the housing 
market, schools and roads. 

Mr Bob Savage. Hampshire 
county planning officer, 
explains that Hampshire 
County Council's objections 
arc founded on the way the 
airport development trans- 
gresses against the policy of 
restraint that the council has 
sought to apply to growth. 
Hampshire has a policy of lim- 
ited growth In the M27 corridor 
because of constraints it per- 
ceives in the environment 
itself. 

“Industry and commerce 
come to this area because it Is 
attractive,” Mr Savage says. 
Yet too much pressure would 


destroy its attractions. "They 
are kiiiing the goose that lays 
the golden egg." 

Thu success of the project 
depends on labour supply, be 
points out, yet labour is being 
priced out by upward pressure 
on housing costs. 

Mr Tony Balcombe is a mem- 
ber of the airport’s consulta- 
tive committee, which brings 
together various interest 
groups. He spades for two resi- 
dents’ groups totalling 1.500 
members when he says; “It Is 
not in our interests that they 
should develop the airport." 

People who support the 
development agree with people 
who oppose it that overflying 
Is a key issue- Mr Derek 
Hooper, bead of strategic plan- 
ning at Eastleigh Borough 
Council, points out that bis 
authority has a long-standing 
policy of seeking to have the 
airport upgraded. 

Even so. he adds: "A big 
issue is aircraft noise and the 
impact on residential amenity 
of aircraft on the flight paths.” 

The developers are aware of 
that and have made aircraft 
noise a prominent issue in tire 
negotiations. Hitherto, no offi- 
cial controls have applied to 
flying at Southampton airport, 
but the deal to develop tire site 
includes restrictions that did 
not exist previously. 

Questioned about the devel- 
opment, Mr de Savary praises 
the airport's handy position for 
rail and motorway connec- 
tions, “Communications could 
not be better.” he says. He 
emphasises the “enormous 
interest” the project has 
attracted, particularly from 
overseas prospective tenants, 
and adds: “It will be the finest 
business park In the country.” 

It looks as if the people of 
Eastleigh share his optimism. 


David Boggle 
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Continued from Page 2 
Trafalgar dry dock. 

The eastern docks were cho- 
sen for these three projects 
because that is where the 
water is shallowest. At low tide 
there are 7.5 metres of water. 
That is not particularly shal- 
low but in the western dock, 
which is still the working 
dock, there are 11.5 metres of 
water at low tide. 

Mr Thomas says the com- 
pany wanted integrated pro- 
jects from the start. It did not 
want to build offices without 
shops so that workers would 
have to spend their lunch 
breaks in town. And so, among 
Ocean Village's first buildings 
were the Canute's Pavilion for 
shopping and the cinema. 

Also, the company was keen 
that the developments should 
be alongside a working port 
Mr Thomas inclines to the 
view that there might be too 
much marina space. .People do 
not use their yachts that often, 
and filled m arinas can convey 
a false air of tranquillity . 

“1 think it important that 
vessels of all kinds, even tugs 
or dredgers, should be coming 
and going, because it increases 
the sense of life," he says. 

The three waterfront 
schemes are not all that ABP 


has in mind. The area between 
Royal Pier and Town Quay is 
going to be developed. Cur- 
rently the Red Funnel ferries 
to the Isle of Wight operate 
from there. 

In all, ABP owns 30km of 
quayside of which 2.6km has 
planning permission for devel- 
opment. But behind the water- 
front there are opportunities to 
establish warehouses, indus- 
trial and business premises. Mr 
Thomas says that ABP has 
around 1,460 acres, of which 
800 have or could get planning 
permission. This includes a 
swathe of land on Dibden Bay 
across the River Test 

Besides the waterside 
schemes, the Mar lands shop- 
ping complex is well advanced. 
This is a two-level 220,000 sq ft 
covered shopping centre with a 
new department store. Also 
nearly finished on adjoining 
land are 125,000 sq ft of offices 
comprising new headquarters 
for Skandia Life. 

There are various refurblsh- 
ments to tourist attractions. 
The Mayflower Theatre has 
now been fully restored and 
can seat 2,000. Two new three- 
star hotels recently opened. 

On the western esplanade a 
new 35-acre area of mixed 
developments of shopping lel- 



Whett completed. Ocean Village wttt comprise a 450-borth marina and a village of COO properties 


FINANCIAL SERVICES 


Where staff can relax 
on the waterfront 


WHEN TOWNS and cities 
describe themselves as 
regional financial centres, they 
often mean they are places to 
which national companies, 
hanks and insurance houses 
have relocated to save money. 
Allied Dunbar, for example, 
conducts its national 
operations from Swindon. 
Equity and Law has its 
headquarters in Coventry. 

Southampton is rather 
different, since few financial 
services groups have relocated 
to Southampton and, except for 
Skandia Life, a medium-sized 
Insurance concern, none has 
mode it its headquarters. 

Yet financial services - 
narrowly defined as banking, 
insurance, finance and 
business services — as an 
employment sector have grown 
rapidly in the city' in the past 
decade. Between 1981 and 1987 
the numbers rose by 31 per 
cent. From 10,342 people 
employed in 1981, there were 
13,543 in 1987, equivalent to 
12.7 per cent of the workforce. 

This expansion came 
through companies growing 
regionally. Insurance groups 
such as Royal Insurance and 
Commercial Union, Coopers & 
Lybrand Deloitte and Price 
Waterhouse in accountancy, 
and Boodle Hatfield in law, 
have all found Southampton a 
congenial place to be. 
Bournemouth has also 
developed as a white-collar 
town, but Southampton has 
the large catchment area. If the 
Isle of Wight, the towns of 
South Hampshire, Portsmouth 
as well as Bournemouth and 
Poole are included, there are 
1m people in the region. 

Skandia Life chose 
Southampton in 1979 partly 
because it was cheap and 
partly because there was no 
other significant insurance 
group with headquarters there, 
so staff would be available. 

The company was bora when 
the Swedish parent group 
sought to expand in the UK. 
while a number of managers 
wanted to break free from 
other companies and go It 
alone. 

Mr Paul Bradshaw, the 
managing director, says that 
one of those managers lived in 
the New Forest, and that was 


one reason that Southampton 
was chosen. 


“Southampton is a sensible 
size. It is easy to get into from 
the surro unding towns. We are 
close to the station, and people 
can still park their cars. In 
Winchester you simply cannot 
park." 

Mr Bradshaw says that when 
a suitable home was being 
sought for the new Skandia 


“ft is easy to get Into 
from surrounding 
towns. People can still 
park. In Winchester 
you simply cannot” 


life company, it did the usual 
thing of drawing a circle 
around London outside which 
ft would not go. 

“You have to maintain some 
presence in London; that is 
where the expertise is. It is 
now very easy on the train. I 
go go up two or three times a 
week. It is a good service. At 
the same time it makes little 
sense to have your back office, 
your administration and 
processing in London. It is 
prohibitively expensive.” 


But staff is still available in 
Southampton, which has a 
travel-to-work population of 
over 600,000. The large 
developments undertaken by 
Associated British Ports along 
the waterfront mean there is 
an abundance of office 
properties at reasonable rents. 


Most companies move 
because modern technological 
co mmuni cations mean back 
office staff can be located 
virtually anywhere. Usually it 
is somewhere which is cheap. 
But Commercial Union has 
expanded in Southampton for 
reasons which are the reverse 
of the usual ones. 


Earlier this year, CU moved 
from the top of Southampton, 
from its old commercial 
district down to Queen’s 
Terrace, which is one remove 
from the waterfront and is an 
attractive area that used to 


house ship’s chandlers and 
cruise liners’ offices. 

CU built Its own regional 
headquarters at a cost of £4m. 
It did so. according to Mr lee 
Glad well, branch manager, to 
be closer to the brokers who 
supply a lot of its business. 
This is mostly general, 
including fire and accident, but 
also includes some life 
business. 

“Our new offices are within 
walking distance of most major 
brokers in Southampton and 
we have also opened the first 
full underwriting room in 
Southampton where brokers 
can visit underwriters to 
discuss risks and place 
business face to face. Our 
initiative is already proving a 
success, with sales up by over 
50 per cent since we moved 
here," Mr Gladwell says. CU 
also has administrative and 
back-up staff in the new 
building and has an 
off-tbe-street office where the 
public can come In to make 
inquiries. 

A short walk from Queen's 
Terrace, Boodle Hatfield, on 
old-established firm of 
Southampton solicitors, has 
taken office space in Town 
Quay, one of the new 
waterfront developments. With 
six partners and a staff of 35, 
Boodle Hatfield is happy to be 
in the new offices. 

Mr David D’Arcy Hughes, a 
partner says: “It is nice to 
overlook the water, and our 
staff can relax on the 
waterfront during the lunch 
break. There is also shopping 
nearby. A lot of other 
companies, including Coopers 
& Lybrand Deloitte, have 
moved down.” 

Mr D’Arcy Hughes says 
Southampton began to change 
in the second half of the 1980s. 
The A33/M3 link to London and 
quicker tr ains had much to do 
with It 

Soon after, the Town Quay 
and Ocean Village waterfront 
developments began to take 
shape. His company, like 
others, expanded as 
Southampton began to revive. 
He foresees further growth and 
envisages the waterfront 
becoming a business area. 


Stewart Dalby 


sure and business premises is 
in prospect 

With all this going on, it 
must be asked whether South- 
ampton might now face an 
over-supply of new premises. 
Developers on the waterside 
admit that residential proper- 
ties have been moving very 
slowly and in some areas not 
at all. One developer argues: 
■You would expect sales to be 
soggy at the moment TTiat is 
the case everywhere." 


Mr Thomas says that more 
than 70 per cent of all the busi- 
ness premises going up the 
docks are pre-let Boodle Hat- 
field, the solicitors, with new 
premises cm Town Quay, paid 
£10 a sq ft for them. Mr David 
D’Arcy Hughes, a partner, 
claims the firm could now get 
£15 to £17 easily, after only a 
few months. Demand is strong. 

At the Civic Centre, nffiHaic 
say they have few worries 
about retail developers. 



A New 
Business Package 
To Be Opened 
; In November 





88 EXECUTIVE BEDROOMS 
ll ivmi SEPARATE WORK AREA. 


1) CONFERENCE ROOMS WITH 
PRIVATE FOYER AND BAR. 


10 TO 200 DELEGATE 


CAPACITY. 



a 
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1 2 SYNDICATE ROOMS. 


FREE ISC OF AUDIO VISUAL 
EQUIPMENT. 


BUSINESS CENTRE WITH 
COMMUNICATION AND 
SECRETARIAL RESOURCES. 


FULLY EQUIPPED LEISURE 
CENTRE. 


FREE TAKK1KG FOR 200 CARS. ( 


EXCELLENT LOCATION 

between Southampton 
and Portsmouth adjacent « 
TO JUNCTION 9 OF THE M27. 



For more details contact 
George Wort ley, 
Solent Hotel, 
Fareham, Hampshire ■ 

- Tel: 0489 880000 


* 








QUAY LOCATION 



BOODLE 


HATFIELD 


South ompeon 

Town Quay House * 7 Town Quay • Southampton SOI 0XN 
Telephone 0703 332001 • Fax 0703 222480 


London 

43 Brook Street ■ London W 1 Y 2BL 
Telephone 071 629 7411- Fax 071 629 2621 


Madrid 

ViUaaurvB 2?- Madrid 28001 -Spain 
Telephone iMadiid) 377 5302 • Fax 431 0413 


COMMERCIAL LAWYERS 




SOUTHAMPTON INTERNATIONAL BOAT SHOW 

SEPTEMBER 14th-22nd. 

m 



Step off the earth for a while. 


INDUSTRIES 
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round the world, 
above and below 
sea level, Pirelli cables bring 
power, control and communication 


Pirelli General pic, established in Southampton 
in 1914, is today one of the principal cable 
manufacturing members of the International 
Pirelli Group, a prestigious parentage dating 
back to 1872. 




Pirelli is a world leader in cable maufacture, with a 
reputation for technical excellence In system design, cable 
production and accessory manufacture. That’s the complete 
cable spectrum, from Precision and Optical Fibre cables 
through to High and Low Voltage Power cables, Submarine 
cables and accessories. 




Pirelli General's Eastleigh-based Research and Development 
Centre, one of five within the worldwide Group, keeps 
Pirelli at the forefront of product and process technology. 

In recent years, Pirelli General has enhanced its 
manufacturing capability by investing in new production 
units for Submarine cables. Optical Fibre cables, Special 
Cables and General Wiring cables. 


That's Pirelli .A familiar name in a New Age of Cable 
Technology, it has the heritage to maintain worldleader 
status, it is a name that will see you into the future. 


IIRELLI 

WORLD LEADER IN CABLES 



Pfrtlll Gtnaral pic 

P0 Box 4, Wostarn Eaplanada, Southampton SOD 7AE, 
Hampablra, England. Talapbona; Southampton 0709 634306 
Tala*: 477976 PIRGEN Cablaa: plgakayba! Southampton 
Fax: 0703 332754 lAlarnatlonal Tel: 44 703 634306 
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SOUTHAMPTON 


“I WISH the prison officers’ 
conference had been held in 
Southampton and not Ports- 
mouth. Because of (the April 
riots at) Strangeways prison, 
the conference made the TV 
and national papers every 
day," says Mr Graham Shaw, 
Southampton’s tourism devel- 
opment officer. He regrets the 
missed publicity and losing out 
to a regional rival. 

It Is doubtful whether such a 
loss would have mattered to 
Southampton in the early 
1980s. At the time, Mr Shaw 
was the city’s entire tourism 
unit Today, he heads a depart- 
ment of nine, a measure of the 
growth in importance of both 
business and leisure tourism in 
Southampton. 

Tourism is estimated to be 
worth some £75xn a year to the 
city. Over the past 12 months 
500 Jobs have been created in 
the industry; another 500 are 
indirectly supported by tourist 
activities. This year alone, 
three hotels, including a Novo- 
tel and Hilton, have opened 
while the council is looking at 
the possibility of a five-star 
hotel on the waterfront. Exist- 
ing hotels have plans to extend 
or refurbish their premises. 


Khozem Merchant on the local tourist industry 

‘Soap’ sells rooms 
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The trigger year was 1983-83, 
as the British economy picked 
up. Most of the increased activ- 
ity has been in business tour- 
ism. This has generated regu- 
lar Monday-Thursday hotel 
bookings but, apart from 
crowd-pulling annual events 
such as the Boat Show, little 
else- Step forward, Mr Shaw. 

“We created the momentum 
and made people believe that 
you could have a tourist indus- 
try here," be says. 

The way forward was 
through Southampton's enter- 
prising tourist unit. Unlike 
other such bodies in local gov- 
ernment, the city’s tourism 
department is both a vehicle 
for promoting Southampton 
and a tour operator in Us own 
right. Its holiday brochure 
offers cheap weekend breaks. 

“With so many hotels rooms 
empty at the weekend, we were 
ahifl to be creative and imagi- 


native in attracting tourists,” 
Mr Shaw says. 

The “creativity” produced a 
policy of heavily discounted 
room rates, often up to 70 per 
cent This has filled the hotels 
at weekends and provoked 
accusations of unfair competi- 
tion from other operators. 
“Imagination" gave rise to a 
cluster of weekend breaks such 
as Howards' Way - two days 
on the south coast meeting act- 
ors and visiting the set of the 
Southampton-based TV “soap” 
about rich, south coast folk. 

The results have been stun- 
ning. More than 5,000 Howards’ 
Way weekend breaks have 
been sold in the past three 
years. Excluding the busy 
months of August and Septem- 
ber, the number of weekends 
when hotel occupancy was 
above 50 per cent increased 
from eight in 1987 to 24 last 
year. At peak times, such as 


the Boat Show, occupancy 
soars to about 97 per cent 
Average weekend occupancy 
in 1989 was 56 per cent, com- 
pared with 42 per cent in 1986. 
Weekday hotel occupancy rose 
to 81 per cent in 1989, from 68 
per cent four years ago. 
Year-round occupancy is about 
65 per cent, up from 48 per cent 
at the low point In 19828&, 
“This year we will book 
20,000 bed nights and we are 
aiming for a 33 per cent 
increase annually for the. next 
three years. We are supplying 
the hotels with 35 per cent of 
all their weekend business. 
This would not have material- 
ised but tor our initiatives,” 
says Mr Shaw. 

“We want to create a posi- 
tive image because it is this 
which win attract people.” Part 
of thin image-building involves 
exploiting Southampton’s asso- 
ciation with perceived symbols 



Southampton: the bid waBs of 
of success, he adds. 

The Boat Show, which 
attracted 124,000 visitors last 
year, generating £34m in 
expenditure, is the largest 
event of its kind in Britain. 
Another tag event is the Whit- 
bread Bound the World boat 
race, which starts and finishes 
at Southampton’s Ocean Vil- 
lage, a £l50m dockside office/ 
residential /leisure develop- 
ment Last year the boat race 
generated eam in tourist reve- 
nues. And similarly Howards’ 
Way, television’s celebration of 
the Thatcher decade - of 
“can-do” businesses and ambi- 
tious dockside regeneration. 
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the city 

features of Southampton’s own 
economic regeneration in the 
recent past 

More than 80 per cent of the 
tourist department’s activity 
focuses on leisure tourism, 
either weekend breaks or 
linked to special events. But 
business tourism remains the 
heart of the industry, and Mr 
Shaw is now turning his atten- 
tion in this directum. The city 
council has appointed its first 
conference manager, with a 
brief to drum up conferences of 
up to 500 delegates for the 
Guildhall, Southampton’s main 
conference venue. 

But many believe that fully 
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to tap the potential of business 
tourism, Southampton must 
have a trade/exhibition com- 
plex to underpin the sector. 
The Labour-lea c ounc il sup- 
ports such an initiative. So too 
does the Southern Tourist 
Board (STB), partly to 
strengthen Southampton s role 
as the region’s premier city, 
but to soak up the s pare 
hotel capacity which the STB 
believes will surface in two to 
three years. , _ f . 

Besides the hotels which 
have opened in Southampton 
this year, several others are 
either under way or have 
received planning permission 


in the catchment area. . v 

regional ' strate^. doraro^ 
and raised with the city coun- 
cil "Our fear is that overcon- 
struction could result to many 
oL the hotels tying empty when, 
the bubble bursts" says Mr 
peter CoBing; the STB s devel- 
opment-manager. ' 

Mr Alan Whitehead, the 
council leader, denies that the 
city encourages an «***»<£ 

nated hotel couBtructicmpot ■ 
icy “I don’t think we are deveL 

Stog hotels excessivdy vjhe 

problem is the hotels around, 
the city that are being devear 
oped in an od hoc way-- „ ■ -- 

*Tfce spurt of hotel'hoE^hng 
activity has also led to staff 
shortages. Housing costs, tow. 
wages and poor career pros- 
pects have made recruitment 
and retention of staff tough- 
For example, the Marwell 
Resort Hotel, about 12 miles 
from Southampton, was nit by 
staffing problems after its 
opening In October 1989- Staff 
will be a serious problem tor 
the next few years. It is a fon- 
dameutal problem of .. the 
south,” Mr Whitehead says. 
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INNER CITY TRAFFIC 


DEEP SEA RESEARCH 


The prospect of People Mover A magnet for the marine park 


- 


SOUTHAMPTON, like many 
other cities in Britain, is 
looking to a tight t ransit sys- 
tem to solve its inner city 
transport problems. 

But unlike, say, Birming- 
ham, whose rapid transit sys- 
tem is intended to provide a 
service across the West Mid- 
lands conurbation, Southamp- 
ton’s £35m “People Mover” ti»w 
a more limited brief. Its 
intended role would be to 
transport passengers only 
within its city centre; from car 
porks and the British Rati sta- 
tion to offices; from depart- 
ment stores to the waterfront 

Southampton City Council’s 
initial brief to its consultants 
was to produce a finanrlaTly 
viable high frequency rail ser- 
vice on a route that would fit 
into the city’s rapidly chang ing 
contours. The consultants’ 
June 1988 report recommended 
a circular route rin g in g the 
city centre. But it was 
amended after the council’s 
public poll on the recommen- 
dations showed considerable 
opposition to the route running 
through two paries. The north- 
ern loop of the route was elimi- 
nated and a horseshoe route 
emerged, r unning from the 
north of the city centre down 
past the dockland redevelop- 
ment and back up again. 

People Mover would run on a 
4.4km elevated track sitting on 


a grid of columns. Up to 12 
stations will be located at stra- 
tegic points, such as depart- 
ment stores and office centres, 
the ferry, the w a t e r f ro n t devel- 
opment and car parks (mostly 
on the edge of the city). By 
running the track through the 
prime commercial areas (70 per 
cent of the route goes through 
developments still under way), 
the planners would lock in the 
business sector, thus tapping a 
vital source of potential fund- 
ing, says Mr Stephen Keys, the 
council’s project manager. 

One funding option, accord- 
ing to Mr Keys, would be to 
invite companies to Invest in 
the actual stations. Their final 
location could be determined 
by which companies took up 
the council’s invitation. Some 
stations would be built at the 
city’s car parks, now partly 
under-used because of their 
distance from the city centre. 
Car park capacity is to be 
increased from 8.000 to 15,000 
over the next five years. 

The consultants also tested a 
fare elasticity of between zero 
- on the assumption that 
retailers would underwrite the 
operating costs in the expecta- 
tion of attracting more custom- 
ers to the city centre - and 
50p. They opted tor a single 
ticket fare of 30p which, they 
estimate, would generate some 
10m rides a year. Peak usage 
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linking 
Southampton 
with Europe 


B.A.T (U.K. and Export) Limited has been 
manufacturing quality tobacco products in 
Southampton since 1913. 

The B.A.T plant at Miilbrook now covers 
some 25 acres and is one of the most 
technologically advanced factories in 
Europe, producing over 70 million 
cigarettes each day. 

Our brands are exported to over 170 
markets worldwide including those in duty 
free, providing a valuable contribution to 
the U.K. balance of payments. ■ 

As a major employer in Southampton we 
recognise the importance of building and 
maintaining European links: Over the next 
two years we will be spending over . 

£7 million towards achieving our goal of 
becoming the lowest cost producer in 
Europe. 

BAT (U.K. and Export) Limited is a 
company which continues to builds its 
European finks from Southampton. 

A member of ttw BAT Industries Croup 


gtieemglM 


TOOLMAKING, ASSEMBLY & POWEHPRESS PRODUCTION 

We have 24 presses (including two 400 - ton W+M's), 
10 spot welders, various production brazing facilities 
and a tolty versatile Toolmaking Department 
Quotation requests given prompt attention - 
call us now for further information. 

SPITFIRE QUAY, HAZEL ROAD. SOUTHAMPTON. SOS 4UH 
THE PHONE; (0703) 685660 TELEX: 477457 FAX: (0703) 685364 


would be about 2,000 rides an 
hour. Operating costs are esti- 
mated at about £2m a year. 

Construction would take 18 
months and People Mover is 
set to start operating in 1993. 

The council then organised a 
design contest, sending the 
consultants’ price finding s to 
47 companies worldwide. The 
brief was to design, build and 
operate an automated light 
transit system with a bunt-in 
flexibility for demand peaks 
and troughs. In exchange, ttii> 
successful company would be 
offered an exclusive operating 
franchise lor 21 years. Seven- 
teen companies responded. 

The ruling Labour council is 
looking to the private sector to 
finance the development. Mr 
Alan Whitehead, the council 
leader, says: “We believe the 
money is there. It is by no 
means an impossible financial 
proposition.” 

Mr Keys says: “We think this 
project has a real chance and if 
the commercial sector does not 
share these values, then the 
project will not proceed.” 

Labour councillors say Peo- 
ple Mover would help ease the 
heavy flow of vehicle traffic 
into the city centre. By siting 
stations at car parks on the 
edge of the city centre, drivers 
would be encouraged to take 
the People Mover for the final 
leg of their, journey. And, by 
locating a station at the main- 
line terminus, it would 
enhance British Rail’s chances 
of capturing a greater share of 
the commuter traffic to the 
city. Currently only 5 per cent 
of commuters travel to South- 
ampton. on British Rail; in 
most cities of Southampton’s 
size the figure is 25 per cent 

In parallel with the passage 
of the parliamentary bill, a 
necessary hurdle for such pro- 
jects, the council Is talking to 
the local commercial sector to 
determine general investor 
interest and where businesses 
would want stations located. 


Ultimately, a shell company 
will be formed, businesses 
invited to invest in it (the 
council would hold a minority 
interest) and a detailed finan- 
cial plan drawn up. 

The council's approach has 
been criticised by opposition 
Tories and by Mr Janies Hill, 
the Conservative MP for South- 
ampton Test. They believe the 
project should be initiated and 
led by the private sector and 
that the overall package - in 
particular tba council’s central 
presence within it — is miscon- 
ceived. Also, they say, People 
Mover’s route should extend 
beyond the city centre. 

Thus the parliamentary bill, 
currently awaiting its second 
reading in the Commons, has 
been blocked by Mr Hill. He is 
seeking amendments, mostly 
guarantees to restrict the coun- 
cil’s role in the venture and to 
limit its recourse to a possible 
in jflriimi of public money. 

Tory critics reckon commer- 
cial funding should have been 
guaranteed before the parlia- 
mentary bfil was deposited in 
November 1988. “We do not 
believe politicians are the best 
people to decide what the mar - 
ket wants,” says Mr Mtehno] 
Andrews, leader of the Conser- 
vative group on the council. 

Yet the political opposition 
belies the popular support for 
People Mover. In local elec- 
tions in May the ' Tories 1 opposi- 
tion to the scheme was an 
important part of their cam- 
paign. Labour romped home 
with an 18 per cent swing: 

In the council’s poll to test 
the consultants’ report, 65 per 
cent of respondents expressed 
support for People Mover. 
Another 15 per cent said they 
would do so if environmental 
safeguards were guaranteed 
(such as saving the parks). 
Only 20 per cent, mostly pen- 
sioners and the elderly, 
opposed It, claiming the project 
was irrelevant to their needs. 

Khozem Merchant 
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ONE FINAL journey awaits 
the remains of the 19th century 
vessel hms Challenger, cur- 
rently housed at the headquar- 
ters of Britain’s leading centre 
for oceanographic research. 

That is a 40-mile trip to the 
south coast in 1994, when the 
Institute of Oceanographic Sci- 
ences Deacon Laboratory 
(10SDL) packs its bags at 
Wormley, Surrey, to set up 
home at a purpose-built £48m 
Centre for Deep Sea Oceanog- 
raphy (CDSO) on a 13-acre plot 
at Empress Dock, Southamp- 
ton. 

There it will be joined by its 
South Wales-based sister 
organisation. Research Vessel 
Services (RVS), which operates 
three laboratory-equipped 
research ships, and Southamp- 
ton University's departments 
of oceanography, geology and 
part erf engineering: 

These three components will 
make up what will he Britain's 
first integrated deep sea 
research centre - 114 years 
after Challenger returned to 
England from a four-year, 
69,000 m3e expedition with the 
cargo of zoological, geological 
and other data that gave rise to 
modern oceanography. 

CDSO is a joint project 
between the National Environ- 
mental Research Council 
(NERC), the government 
umbrella research body which 
finances RVS and IOSDL, 
among others, and Southamp- 
ton University. 

By bringing together at a 
single centre what has tradi- 
tionally been Britain’s geo- 
graphically dispersed marine 
sciences research infrastruc- 
ture, CDSO aims to achieve 
three broad objectives: to sus- 
tain IOSDL’s showpiece pro- 
jects on a better footing, to 
enhance its appeal to business 
and to be better placed to com- 
pete for plum private sector 
commissions. 

NERC and Southampton 
University will jointly finance 
CDSO's development costs: 
NERC’s share will be about 
£34m; the university’s £14m, 
though this would increase if, 
as is currently being discussed, 
the university decides to 
broaden its presence at CDSO. 

CDSO will house a scientific 
and student community of 
about 500. Scientists and sup- 
port staff from Wormley and 
Barry have responded encour- 
agingly to the impending 
move. No job cuts are envis- 
aged as a result. In 1988 NERC 
announced across-the-board 
redundancies at Wormley 
owing to funding cuts. But, 
insists Mr Howard Roe, a 
Wormley biologist now co-or- 
dinating the move, these were 
unrelated to the CDSO project. 

An advance party of Worm- 
ley scientists will move to Chil- 
worth Science Park, four miles 
from the CDSO site, later this 
year where it will set up a tem- 
porary base for the James Ren- 
nell Centre. The centre, named 


after a 19th century British 
geographer, will co-ordinate 
the UK’s contribution to the 
World Ocean Circulation 
Experiment, a 10-year project 
to ffgawrina n «ww heat circula- 
tion and its impact mi the cli- 
mate. The centre's staff will 
transfer to CDSO in 1994. 

For Southampton, CDSO rep- 
resents a big catch, not least 
because it will also act as a 
magnet to attract high-tech 
research companies to a pro- 
posed marine science and tech- 
nology park in Ocean Village, a 
£L50m dockside redevelopment 
just a stone's throw from 
CDSO. The university, which 
was a joint developer of Chil- 
worth, is promoting the 40,000 
sq ft marine park; Shearwater 
Property Holdings/ABP, the 
joint venture behind Ocean 
Village, is the developer. 

Negotiations between the 
university and Shearwa- 
ter/ABP are still at an early 
stage; a fi n a l decision on 
whether to proceed with the 
park along with design and 
cost details are unlikely before 
the autumn, says Mr David 
Shaw, a Shearwater director. 

“The marine park was the 
university’s initiative and it 
will be the catalyst that gets 
the venture off the ground,” 
Mr Shaw says. The university 
has already sent out feelers to 
prospective tenants (SOjcpmpa- 
nies expressed interest) and, 
along with the city council and 
Shearwater, gave a presenta- 
tion to businesses in March. 

Prof Ken Gregory, deputy 
vice-chancellor at Southamp- 
ton University, says: “The 
advantages of the marine park 
to businesses would be that 
they would have access to 
CDSO’s community of scien- 
tists, its extensive library and 
conference facilities aim much 
more. The advantages tor the 
university are that yon would 
have closer links between , 
marine-based industry uni- 
versity research." 

The partnership between the 
university and CDSO's own 
research staff is also one that 
excites Southampton’s aca- 
demic community. “It gives a 
real opportunity to dev elop a 
part of a disciplinary activity 
in high er education which is 
closely linked with a research 
institute," says Prof Gregory. 

“If the marine park comes 
off students would also be 
exposed to technological 
research that is in the front 
end of the commercial sector," 
he a dri ft 

When CDSO Is completed, 
and if the marine park sees the 
fight of day, then Southampton 
would contain a concentration 
of oceanographic activity, 
spanning the research, univer- 
sity and business sectors, unri- 
valled in Britain. 

For CDSO the need to attract . 
research commissions from the 
private sector is paramount 
Indeed, commercial consider- 
ations are writ large: “As far as 
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the centre’s rationale is con- 
cerned, it was certainly part of 
the initial case for CDSO that 
its scientific excellence should 
become accessible to the com- 
mercial centre,” says Mr Roe. - 

IOSDL’s links with industry 
and commerce are already 
advanced. Most of its projects 
have involved the design and 
manufacture of strategic tools 
later passed on to industry for 
full commercial exploitation. 
“One of the benefits id the new 
centre is to create more oppor- 
tunities for getting our spe- 
cially designed instruments 
out into the marketplace. The 
bigger you are, the more oppor- 
tunities you have and the more 
attractiv e you are to compa- 
nies,” says Mr Roe. 

Thus, in one of its . best 
known, examples of a private 
commission and technology 
transfer, Gloria (Geological 
Long Range Inclined Asdic), 


10SDL won a £12m contract 
from the US Geological Survey 
to produce ocean bed pictures 
of the US Exclusive Economic, 
Zone off the coast of Hawaii; 
using sound waves, . the aim 
tiring to provide material tor 
oceanographic maps of the 
region. The technology cr eate d 
for the venture was transferred 
under, licence to Marconi: 
Underwater Systems. . 

Similarly, Autosub, a ven- 
ture to create an unmanned, 
remote controlled submarine 
for the routine collection of 
deep sea data. Autosub, which 
tias been r unning for two: years 
and draws on NERC ! a entire 
s cientific m mmunit y, and' all 
the associated technologies it 
will give rise to will be housed, 
at Southampton. “It’s a splen- : 
did example of a project which 
will benefit from the move,” 
says Mr Roe, . . . ‘ 

Khozem Merchant 
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Leading, Finance Corporatjoft pic . 
has, for a number of years. speoiaiised in 
raising finance for business purposes. We have 
assisted many - locally based companies , in 
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/ s there any film-maker la 
the world wo fed marc 
protective towards than 
Woody Alloa? The tiny, 
fly-shaped comic with too quer- 
ulous voice embodies our 
defenceless 20tb-contury 
selves. Seeing bint on screen, 
we giggle as sons as that flail- 
ing. buoyed look comes over 
him. because we recorarise the 

foreplay to a joke that . will, 
sweetly. sdngtagly redefine the 
human condition. 

In fact we care so much 
about Mr Allen that we winco 
whenever he squanders hie tal- 
ent on "serious" movies: those 
films spirit -written by Chekhov 
and/or spirit-directed by Ing- 
mar Bergman (ami worst of 
devoid of Allen falmad!). If any- 
one else kept disappointing us 
with claptrap like September or 
Another Woman, we would 
strike him off our pantheon. 

Crimes And Misdeme anor s 
cross-cuts two separate taka of 
human vanity, one serious, one 
comic. In the first a wealthy, 
married ophthalmologist (Mar- 
tin Landau) murders his jeal- 
ous mistress when threat- 
ens to publicise their affair 
(Anjellca Huston), In the sec- 
ond Allen himself stars ss a 
lowly documentary director 
tasked with making a TV pro- 
file of his brother-in-law (Alan 
Alda), a smug sitcom writer 
and cracker-barrel media phi- 
losopher. 

The film is as fan of creaks 
and holes as a New England 
attic. Windows do not quite fit. 
Doors let In draughts. But for 
the first time since Hannah 
And Her Sisters, here Is the 
hom-rlmmed. high-energy 
down Himsrif, acting as on -site 
repairman and decorator. 

The two stories were 
planned originally as separate 
movies. The sole linking char- 
acter now is a Rabbi played by 
Sam Waterston, whose cement- 
ing function is all too evident 
Murderer Landau’s friend and 
confessor, he Is also motor- 
mouth Alda's brother. Since be 
is going blind, he does further 
service as an ambulant symbol 
of the film’s thane: that the 
"eyes of God" are douding- 
ovor In an agnostic world, let- 
ting sin (Landau) and charla- 
tanism (Alda) go undetected. 

The murder tale, though 
more sharply honed thin 


Allen’s recent stabs at storm 
wtd drang, and even modestly 
gripping as a guilt-haunted 
Landau entrusts the "taU-off" 
to his gangster brother (Jerry 
Orbach), has its share of 
stuffed or senu -lifeless charac- 
ters. Claire Bloom twitters 
bfiwilderedly in the underwrit- 


CRIMES AND 
MISDEMEANOURS (15) 
Woody Allen 

TOTAL RECALL (IS) 
Paul Verhoeren 

THE BOOST (IS) 
Harold Becker 

GREMLINS 2: THE NEW 
BATCH (!2) 

Joe Dante 


ten rale of Landau's wife. And 
Ms Huston is allowed to be lit- 
tle more than a distraught and 
raving harpy. 

Savingly, we keep cutting to 
the other story, where Allen 
reigns supreme. No greater 
delight could exist in cinema 
than the sight of this gnomic 
gnome reacting with comic 
despair at Alda’s verbal horsc- 
feathers ("Comedy is tragedy 
plus time”) or warning his pro- 
ducer-girlfriend Mia Farrow 


away from Alda’s seductive 
guiles. "He wants me to pro- 
duce somothing for him," slic 
says. ’'Yes" bleats Alien, “his 
first child.” 

Alda too carves out an effec- 
tive comic comer: a niche 
where, pcdc s tallcd on porten- 
tous proverbs, his character 
treats the world as a giant dic- 
taphone. Indeed he carries a 
pocket tape-recorder around 
with him even at parties. "Idea 
for TV scries ..." he will sud- 
denly burble. At which point 
Allen, at his side, goes into bis 
fish-gaping act. producing the 
finest study In comic incredu- 
lity since Nero's wife said: 
“You mean you want your fid- 
dle, at a time like this?" 

Whenever he is turning 
water into champagne, Alien is 
the best party guest in the 
world. But mlraclc-workcrs are 
strange people. Like actors 
who wont to play Hamlet, they 
all seem to want to end up 
nailed to a cross. No doubt tho 
Allen ocuorc will continue to 
hiccup from comedy to "trag- 
edy” to comedy. And Allen's 
fans will have to check each 
day’s notice-board to sec if the 
itinerary is Calvary or Cana. 

■ B ■ 

"Our marriage is just a mem- 
ory implant,” declares Arnold 
Schwarzenegger's wife In the 
science fiction epic Total 
Recall. Wc know the sentiment. 
Did we really hitch our lives 
many years ago to this person/ 
this job/ this destiny? Or has 



Alien and Mia Farrow in "Crimes and Misdemeanours ’ 1 


someone been monkeying with 
the memory side of our brain? 

Someone, possibly God, has 
certainly been monkeying with 
Mr Schwarzenegger. He now 
resembles a walking redwood 
tree bulging in bizarre places. 
But he has also developed a 
comic sense in recent films 
(Red Heed, Twins). Here he car- 
ries a fine, deadpan twinkle 
through tho futuristic tale of a 
super-cop tracking vLUains on 
a far planet. 

The film needs all the twin- 
kles it can get. "Is he the 
hunter or tho hunted?" is the 
question intoned by director 
Paul (Robocop) Verhoeven. 
assisted by es-AUen scenarists 
Dan O'Bannon and Ron Shu- 
sett. adapting a Philip Dick 
novel. And the answer comes 
back from the audience. "We 
dunno." Blasted, not to say 
blinded, with exploding visu- 
als, we cannot be expected to 
understand the plot too. I 
think, but am not sure, that 
Large Anile is being "set up" 
by false memory-implants to go 
to Mors and be used as a pawn 
in a power battle between per- 
son X and person Y. 

Suffice it that machines 
crackle, futureworlds whirl 
and beings human and animal 
metamorphose before our eyes. 
Sci-fl addicts, sec and enjoy. 
Everyone else may await, 
though not over-cogerly, the 
video. 

■ B ■ 

In The Boost, Wall Street meets 
Clean And Sober, with a letter 
of introduction from Death Of 
A Salesman. For half an hour 
we arc in the land of yuppie 
adventurism. Self-making 
entrepreneur James Woods 
and his lovely wife Scan Young 
have been whisked to LA from 
NY by millionaire Steven Hill , 
seeking young Turks to staff 
bis tax-loophole racket. But 
alas! No sooner do they accus- 
tom themselves to Mercedes 
cars and hilltop houses than 
they take their first snort of 
white powdery stuff. 

Soon dealers are shovelling 
truckfuls of cocaine up their 
noses. Their lives dive as test 
as they rose, burning up on 
reentry into reality. Directed 
by Harold Becker (77** Onion 
Field) and written by Daryl 
Ponlcsan, the electrifies us 
while it stays plugged Into Its 


rise -and -fall plot and into 
James Woods's jitterbug per 
formancc. Tousled and waxy- 
faced, Woods resembles a mari- 
onette being encouraged with a 
cattle prod. The puppet of his 
own ambitions, this man is 
also a human pa tn -cushion, 
and whenever he Is on screen 
Woods turns a B-movie melo- 
drama about human waste Into 

a humming psycho-drama. 
Only in later scenes, when 
moral messages are neon* writ- 
ten for the myopic, does The 
Boost lose power by overload- 
ing its own grid. 

B B B 

Gremlins Z The New Batch bos 
so much comic energy that we 
overlook its lack of anything 
worth rolling a plot. In a film 
where one vaudeville turn 
deserves and gets another, the 
greeny-brown, hideous things 
bare their fangs and roll up 
their ids in & millionaire’s 
office-skyscraper. This is Man- 
hattan's "Clamp Centre," 
owned by one Daniel Clamp 
(John Glover), whose facial 
and nomenclature! resem- 
blance to Donald Trump is 
non-co incidental. Bounced into 
being after dear little Gizmo 
has been splashed with water, 
the “new batch” terrorise our 
hero and heroine (Zack Galil- 
gan. Phoebe Cates), disconcert 
mad scientist Christopher Lee 
(up in the Clamp genetics lab), 
take over the in-house TV net- 
work and generally read the 
cultural and industrial riot act. 

This time around, the little 
pcrlshers even have a spokes- 
creature: a Cary Grant-ac- 
cented gremlin who digpengga 
chat-show wit and wisdom for 
the cameras. Gremlins 2 is a 
treat. Providing a rat-a-tat of 
movie in-jokes (Gizmo fights 
his evil spawn by dressing up 
as Bumbo), thi» film also straffts 
the age of hygienic hi-tech and 
the convenience culture. A 
mousetrap materialises in a 
secretary’s sandwich: havoc is 
played with the building's 
"foolproof" alarm system, and 
even the movie’s own projec- 
tion is subject to unforeseen 
horrors. Marvellous. Charlie 
Haas wrote; Joe (Gremlins 1) 
Dante directed. 


Nigel Andrews 



Chekhov’s dreamers from an Irish angle 

Three Sisters 


ROYAL COURT THEATRE 

It may have originated in 
Dublin, but the Chekhov pro- 
duction now in Sloane Square 
has as much an international 
look as those operas mounted 
by acknowledged production 
teams that you are as likely to 
find in New York or Vienna as 
In Paris or London. The jet-sex, 
or rather Irish ferry, age has 
come to the theatre; and one 
can only hope a new unifor- 
mity is not the result. 

This production was first 
seen at the Gate Theatre in 
March with a slightly different 
cast The main point of inter- 
est, the heart of the work, is 
the casting of the Cusack fam- 
ily in the central roles. No 
mere gimmick: we know the 
individual talents of the three 
young actresses concerned and 
their father Cyril, a distin- 
guished performer who joined 
the Abbey Theatre nearly 60 
years ago. 

The curtain rises on the 
three girls unusually close 
together, almost huddled, two 
sharing a lighted cheroot At 
first it appears that Olga has 
been cast as story-teller; her 
recollections are addressed not 
to some invisible fourth wall 
but directly to the audience, 
nodding and confiding. In (act 
Adrian Noble's production 
soon reverts to convention - 
indeed, sometimes bad old con- 
vention. This is slow, threnodic 
Chekhov of- the sort that Brit- 
ish actors used notoriously to 
revel in; little sign of the abra- 
sive comedy of humanity 
recently in vogue. In each of 
the last three acts (in a long 
evening) there are moments 


when the dramatic pulse seems 
to stop, when the theatrical 
performance is as languidly 
resigned to a long dying tell as 
the society it portrays. 

There are dangers in empha- 
sising the Irtshness of Chek- 
hov’s characters. Yes, here too 
Is a society of talkers and 
dreamers, their past as vivid as 
their present, fantasy more 
true than mundane reality, but 
occasionally stirred to terrible 
action. But tbe soft lilt and 
gentle pace have a terminally 
enervating effect, on Barry 
Lynch’s Baron Tuzenbach for 
one. "My fate's decided. I’ve 
resigned my commission," he 
murmurs as smooth as whisky, 
thereafter lethargically fatalis- 
tic in a way that characterises 
the production’s ambling pace, 
the occasional acerbity of 
Frank McGuinness' new ver- 
sion notwithstanding. 

Even Nicky Henson has 
toned down that bold, prima- 
ry-coloured attack that some- 
times topples Him into carica- 
ture. His Vershinin is a true 
military rn -* >n harking out stac- 
cato phrases, but curiously 
muted, as if small-town life had 
sapped the visitors' vitality as 
welL We take his affair with 
Masha on trust Vershinin is of 
course In love with his own 
voice; but should he be quite 
such a wooden toy soldier? 

Each Cusack sister Has her 
own beauty. Sorcha's Olga has 
toe worn kindliness and rem- 
nants of authority that make 
one wish she would clout her 
odious sister-in-law - though 
Lesley Man ville’s Natasha, 
interestingly prone to effusive 


kissing, hints at thwarted 
affection motivating, and 
explaining, Chekhov's nastiest 
character. Sinead’s Masha is 
sharp-edged, snappish, and 
therefore all the more moving 
in toe final flood of grief for 
her departing lover. Niamh's 
Irina loses most from the pro- 
duction’s soft focus which 
blurs and fuzzes strokes that 
should be as sharp and eco- 
nomical as a Chinese water-col- 
our; though she comes into her 
own as an angular, bespecta- 
cled figure, hair in a school- 
marmish bun, unconsciously 
anticipating toe death of her 
fiance and the long spinster- 
hood ahead. 

Tom Hickey's schoolmaster 
is ultimately touching after 
two acts oT self-conscious char- 
acter acting. Cyril Cusack him- 
self is the old doctor, tossing 
his lines out with devastate 
ingly calculated casualness, 
throwaway technique wonder- 
fully applied to hand grenades. 

This is decent but not out- 
standing Chekhov, disappoint- 
ing coming from Mr Noble. Bob 
Crowley’s design is of a sort 
now very familiar though no 
less effective for that, from the 
almost naturalistic morning- 
room of toe first act with its 
hint of a bright world outside, 
through toe expressionist per- 
spective of endless panelled 
wall cupboards in the drudg- 
ery-ridden fire scene, to the 
stark blankness of the last act, 
a fitting background for elegiac 
figures, heads bowed, so many 
Nlobes. 

Martin Hoyle 
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The Fantasticks 

OPEN AIR THEATRE, REGENTS PARK 


Corny, sentimental and 
self-aware, this show, so frill o i 
theatrical wisdom, 4a a little 
slice, of heaven: it. has. just 
clocked up its 30th anniversary 
at New York's Sullivan Street 
Playhouse; and It’s a miniature 
taste of what now seems swee- 
test about the American 50s. 

Its tunes, by Harvey 
Schmidt, are untouched by 
rock-and-roll; their romance 
and comedy progress by way of 
the wider pre-60s range of 
dance rhythms — waltz, Latin, 
jazz. Though The Fantasticks Is 
only a street or two from Sond- 
heim style, its book and lyrics, 
by Tom Jones, show none of 
Sondheim’s glibly urbane view 
of adult life; it is smart without 
sourness. 

It’s a show about a show; 
and that toner show is about 
kids poised cm toe brink of the 
outer world. You see nine per- 
formers prepare their charade 
("Try To Remember”), in 
which Matt and Luisa, lovers 
separated by the garden wall, 
believe that their fathers 
thwart their passion (“Soon It’s 
Gonna Rain”). One twist, how- 
ever, is that the fathers are 
faking (“They Did It ’Cos We 
Said No"), and another is that 
toe characters know that their 


world is a stage, in which the 
hflnrfit El Gallo Is just a charla- 
tan. Just as Part 1 ends in a 
happy tableau, El Gallo, who - 
also acts as the play’s compere, 
says, “Very pretty, isn’t it? 
Worthy of Watteau,” and tells 
us that this is now toe inter- 
val. Then he starts Part 2 by 
showing us that the same tab- 
leau is beginning, in every 
way. to disintegrate. 

I haven’t enjoyed a stage 
musical so much since Bern- 
stein’s Wonderful Toum, 
another 90s gem. was given 
here a few years ago. A plea- 
sure to hear players being chal- 
lenged to sing up to a tune, not 
down to its words. Anthony 
Barclay is kinda perfect as 
Matt, the student lover with 
the horn-rim specs, cardigan 
and book; his singing never 
draws attention to itself but is 
always true. Emma Amos, pic- 
ture-pretty as Luisa with 
bangs, ribbon, pony-tail, sash 
and ankle-socks, is virtually 
unscathed by the role's pointe- 
work to Part 1 and its tricky 
coloratura; she, too, never 
over-delivers. 

Both these juveniles capture 
the slangy elegance of Ameri- 
can adolescence with the right 
dash of caricature. Roy Hudd 


and Anthony O'Donnell, who 
milk an encore for their "Gar- 
den” tap duet to Part 2. gtye 
neat support throughout Basil 
Hoskins and Mark Andy are 
hilarious as Henry and Mor- 
timer, latte rday Crummleses. 
All congratulations to Ian Tal- 
bot for eliciting such fine 
ensemble interplay and light- 
ness of touch. 

The Open Air Theatre with 
the sunlight on the leaves to 
Part 1 giving way to a lilac sky 
in Part 2Js a blissful place for 
such a piece. Maybe the two 
best performances of all are 
the mutes, Jonathan Mark- 
wood (tall) and Rachel Pittman 
(tiny). They’re po- and chalk- 
facea Pierrots, half to, half out- 
side the action. During the 
marvellous jazz quartet that 
opens Part 2, they click their 
gloves fingers but their faces 
stay impassive. In one scene 
for the lovers, they lean over 
the little theatre-curtain and 
sprinkle stardust 

Again and they — like 
the show - keep telling you, 
“This is corny, this is mere 
theatre,” and making you 
smile just as you find your 
eyes oddly moist 

Alastair Macaulay 


Time’s Arrow 


ALBERT HALL, RADIO 3 

Anthony Payne has always set 
great store by his artistic 
affiliations. In identifying 
himself with the English 
composers of the first put of 
this century snch as Elgar, 
Delius and Vaughan Williams 
he has implicitly separated 
himself from the main 
currents of contemporary 
music. Late romantic models 
may have become fashionable 
in recent years, but English 
romanticism is still an 
acquired creative taste. 

So the juxtaposing of 
Payne’s Proms commission. 
Time's Arrow , with the Elgar 
Violin Concerto to this concert 
by the BBC Symphony 
Orchestra under Andrew Davte 
can hardly have been 
accidental, even If It was not 
as informative as it might 
have seemed on paper. For the 
language of this 27-minnte 
tone poem Is by no means 
neo-romantic or even 
“English’* in any obvious 
sense. If there is a point of 
contact with a previous 
homegrown generation then It 
is with early Walton. 

Time's Arrow is a seamless, 
single-minded structure, an 
arch form apparently 
motivated by tbe Big Bang 


theory of the origin of the 
universe. The mink: mo ves out 
from a static introduction 
through an explosive allegro 
to a quiet still centre and Chen 
back to Its tightly knotted 
starting point, so that instead 
of folio wing the conventional 
dynamic curve of such a 
trajectory, Payne inverts it; 
his music broadens as it moves 
towards the point of its arch, 
gaining not momentum but 
detail, and focusing down on 
to fine structure at the 
expense of forward Impulsion. 

But it proves to be oily at 
the centre of the arch, in its 
intricate web of melodies, that 
tbe musical ideas are rounded 
out. The solo lines that float 
through this section carry a 
personal, almost nostalgic 
imprint, whereas the stabbing 
brass and scudding strings of 
tbe outer sections function 
rhetorically rather than 
expressively. Perhaps that is 
deliberate, and perhaps at 
farther hearings more of the 
Internal links will become 
obvious and the core of the 
work will prove to be a 
natural outcome of its 
extremities. 

Andrew Clements 


The Frogs 


BRENTFORD OLD BATHS 

Well, I’ve seen Verdi’s 
Giovarma d’Arco in Epsom 
Baths, but they were covered 
tor Brentford Baths are very , 
much open — altogether a Big- 1 
gear Splash - for the European 
premiere of Aristophanes* com- 
edy to a version by Burt Sheve- 
love with incidental music- 
plus -lyrics by Stephen Sond- 
heim. This was first performed 
in toe Swimming Pool at Yale 
(Meryl Streep and Sigourney 
Weaver were in toe chorus) in 
1974, so the setting is pretty 
authentic, and I have to say 
that this is one of toe most, 
well, unusual and entrancing 
shows I’ve ever been to. 

There is no question of Sond- 
heim having skimped on thtg 
occasional collaboration with 
his Forum-partner: he wrote 
seven substantial numbers 
ranging to style from a smart- 
as-palnt Broadway opener to a 
spare, lyrical setting of Tear 
no more toe heat of sun,” via 
five proper, big choruses to toe 
proper places. The first finale. 
“It’s only a play," sung and 
spoken by toe dead in Hades, Is 
especially haunting, and, tike 
all the choruses, extremely 
testing for amateurs. The lyr- 
ics are vintage Sondheim (tbe 
Internal rhyme involving 


“strip" and "Euripedes" 
whizzed by too test for me to 
catch). 

Shevelove’s adaptation stays 
&xfj^dde to 'Aristophanes but 
substitutes Shaw and Shake- 
speare for the original's Aes- 
chylus and Euripedes, and 
there’s the rub. While the first 
act is a Jay from start to finish, 
with gags as much at home in 
Manhattan as they are in Aris- 
tophanes (Hercules: T go to 
clean the Augean stables." 
Dionysos: “No shift”), the duel 
between toe playwrights in the 
second is too dose to tone to 
Shaw’s ghastly Shakes v. Shan 
and is ter too long. A snip or 
two would sort that out 

John Gardyne’s direction for 
COEX (Community Opera in 
Ealing Experience) is quite 
brilliant, really using the bath- 
setting to advantage, disposing 
his large cast of chorus and 
extras (including eight young 
ladies of the Rushmore Syn- 
chronised Swimming Club) 
with real flare, and both taking 
and conveying honest pleasure 
in acres of healthy, 
well-rounded flesh. All must 
have worked hard to achieve 
snch snappy mass-exits as 
hurtling into the locker-rooms 
and slumming the doors in per- 


fect nnijmn, or diving into toe 
pool with Busby Berkeley pre- 
cision. And, for heaven's sake, 
it must be tricky to swim and 
sing at anmc tima. 

There are good, up-front per- 
formances from Richard Zaj- 
dlic (Dionysos), Bob Husson 
(Xanthias) and John Sheppard 
(Pluto); Shaw and Shakespeare 
seem — perhaps inevitably — 
undercast The band is good, 
the musical direction by Helen 
Porter energetic, which it has 
to be given the width of the 
open spaces. It would be idle to 
pretend that there weren’t bal- 
ance problems at Tuesday’s 
first night or that ensemble 
was perfect any more than toe 
vocal tuning was (Sondheim 
isn’t into microtones, yet). But 
there Is an air of hedonistic Joy 
about the proceedings that far 
outweighs such niggles. 

It was interesting to see two 
rather Important people from 
the Royal Opera in toe audi- 
ence. Can they be thinking of 
flooding the stalls? Or a co-pro- 
duction at the Oasis? This 
show certainly deserves longer 
exposure than its advertised 
ran until August 4. But don't 
count on it - get booking now. 


Rodney Millies 


ARTS GUIDE 


July 20-26 


EXHIBITIONS 


London 

The Royal Academy. The 222nd 
Summer Exh ibition - the oldest 
established and largest open sub- 
mission exhibition In the world, . 
though with only 1206 assarted 
works of painting, sculpture, 
architecture and the graphic 
arts, it Is somewhat smaller than 
usual. Sponsored by the Dal-IcM 
Ka&gyo ftnntr 

The Tate Gallery. On Oasaic 
Ground - a large 
devoted to Fren c h, Italian and 
Spanish art of the first four 
decades of the century, it 
Includes work by Matisse, 
Picasso, Braque and other estab- 
lished masters of the period but 
also much that is freehand unfa- 
miliar by the less well known. 

if no less deserving. Sponsored 

by Reed Interna tional- 

Parfis 

Carte musses et monuments sold 
in museums and metro stations 
enables visitors to avoid queues 
at 60 museums and monuments, 
including the Louvre, Musfie 
d'Orsay «nd Versailles. 

Centre Georges FanqJdau. Andy 
WarbaL Some 200 works retrace 

the career of tbe multi-faceted 
artist who became one of the . 
main representatives of Ameri- 
can Pop Art and part of the - 
Underground Culture scene. 
Beaubonrg. Closed Toe. 

(42771233). 

Galerie d'Art Saint Honorfc. A 

Flemish 15th century ratable. 
Around a large-sized l£th cen- 
tury Adoration of the Magi 
painted by an anonymous artist . 
wbo combined to great effect 


northern realism with Italian 
mannerism. Monika Krueh 
assembled other works of reli- 
gious inspiration. (42601603), 
open Mon-Fri. 

Fapw tfHfa Chateau and Trianon. 
Vienna 1815-1848 - the Bleder- 
meter period. Vienna's museums 
have lent 250 pieces of furniture, 
porcelain, paintings and objete 
dart for an exhibition of the 
style which expressed the Aus- 
trian capital's changed mood 
after the turmoil of Napoleonic 
wars - the Biedermeier style. 
Bote de Boulogne. (45012010). 
Galerie Odermatt-Cazeau. 19th 
and 20th Century Masters. The 
exhibition begins with the 
iwi p r »i ww inntK fai and ends with 
an abstract Pieabla. Ends Satur- 
day (42663258). 

Grand Palate. Pre-Columbian 
art to Mexico (1500BC - AD1B21X 
Some ISO exhibits from Mexico's 
archa eological museums bear 
witness to the high degree of 
artistic development of tbe 
ancient civilisations of the Mayas 
and Aztecs. Ends Monday 
(42886410). 

ManrUgny 

Fandathm Pierre Cianadd a. 

Modigliani. Some 50 oils, as 

many drawings and some sculp- 
tures form an important restras- 
pectlve of the Italian-born artist 
living at the beginning of the 
century. <26/223878). 

Brusswls 

Palais des Beaux-Arts. Selective 
Affinities: Paul-Armand Gette 
and Rene Magritte. Closed Mon- 
days. 

Mn*£e Royal D’AfHqne Ceutrale. 
Mai Lanchelevid - drawings of 


Africa. 

Fondation poor 1/ Architecture. 
Bruxelles Vlile d' Architecture 
1890-1958. 

Music Wellington-Waterloo. 
Inedits sur Waterloo commemo- 
rates the 175th anniversary of 
the Battle of Waterloo. Daily, 
ends July 31. 

Antwerp 

Rembrandt Bngatti and Uoiginn 
Animal sculpture C18G0-1930) 
closed Monday. Ends July 39. 

Rome 

Galleria Nazionole d'Arte Mod- 
erns. Fabrtelo Cl oriel retrospec- 
tive: drawings and paintings, 
which move from a group of 
baroque drawings at Naples, 
Inspired by a childhood visit, 
to Intricate metaphysical works 
to pastel shades. Thera are also 
references to Signorelli's apoca- 
lyptic frescoes at Orvteto. and 
the 19th century romantic Boeck- 
lin. 

Florence 

Palazzo Vecchio. The age of Mas- 
accio; tying to with the reopen- 
ing of toe Branded chapel to 
the Church of the Carmine after 
a six-year restoration on the 
cycle of frescoes by Masaccio 
and MaaoUno, are 109 works by 
painters and sculptors who 
1 worked in Florence between 1401 
(the date of Masacdo'B birth) 
and 1440. 

Venice 

Palazzo Dneale. Titian. This 
exhibition organised Jointly by 
the Venice local council, the Arte 
Ministry and the Notional Gal- 
lery In Washington, and marking 


the 5th centenary of the painters 
birth. Is the largest for more than 
GO years. Over 70 pa intin g s are 
on show. 

Bologna 

Galleria d'arte Hodovs. 

Morandl retrospective. More 
200 works lent by Italian and 
foretell museums celebrating 
the centenary of the painter's 
birth. 

Namthobn 

fitMHftui KunsthaUe, ttwHin 
Bernard, a painter always to the 
shadow of Van Oogh and Gau- 
guin Is bonoored with a retro- 
spective of 17D early paintings. 


Villa Hncgel IS. St Petersburg 
around 1800. With 555 places on 
loan from Leningrad's state Her- 
mitage Museum, the exhibition 
details the developments of Rus- 
sia from a great empire to a 
European power. It covers the 
period from the 18th to the 19th 
century of tsars Paul I (1796-1801) 
and Alexander I (1801-1823 and 
gives a dear, variegated view 
of the historical Importance of 
the period of the Russian empire, 

with paintings, furniture, sculp- 
tures, costumes and porcetein. 

Leipzig 

Mimpiwn dff lilliteuUm gflwd a. 

Max Beckmann 0884-1850); pic- 
tures from 1905-1950. Born to 
Leipzig, the painter taught to 
Frankfurt’s Stadetochool from 
1917-1880. There are works from 
all over the world, intuiting the 


renowned Synagoge and hte final 
pitting B eh i n d the Stage. 

Madrid 

MUKO del PiadO. Saq rfuw ; finallft 
(1531-1588). Some 50 
by this Spanish artist boro to 
Valencia, predecessor of Velaz- 
quez. Ends July 30. 

P atnHn de VdtZQUL BawniH 

Bronze Objects to Spain. Over 
500 objects from different Span- 
ish museums. The objection 
show include nWMai statuary, 
sculptures, toys, mining tools, 
medical Instruments, toilet 
articles, a 
Closed] 

New York 

New York Public library. More 
thaw 125 documents Of the Aboli- 
tionist Movement, tnrimitng pho- 
tographs, letters and rare books. 
Museum of Modern Art. The 
first retrospective In America 
In 25 years marks the 80th birth- 
day of Francis Bacon with 60 
works dating back to hla figure 
S ftirtkw of Aa IMfti. 

Metropolitan Museum of Art 
The Russian Taste tor French 

painting, representing three cen- 
turies of French masterpieces 
from the Hermitage and Pushkin 
Museums, covers Poussin to 

Matisse. Ends July 29 
Museum of Modern Art. New 
York gets to see the internation- 
ally organised exhibit of 

Matisse’s paintings and drawings 
from 1912 and 1912 during the 
period of bte Moroccan stay. 

Washington 

National Gallery. More than 90 
prints by Edvard Munch show 
the Scandinavian artist at bis 


most colourful and prolific. 
National Gallery. More than 10 
media are Included to tbe malar 
show of 112 of Jasper Johns’s 
drawings over 35 years, exploring 
mul ti-media techniques hi trac- 
ing, drawing and Imprinting. 
Ends July 29. 

Hhrfihnm Museum. Paintings, 
drawings and Bculpturea from 
the Bay Area figurative move- 
ment of the 19S0s and HGOa. 
National Museum of African 
Art. The national tour of arttetie 
and religious objects, much of 
it sculpture, encompasses nine 
i of Yoruba civ ilisation 


Chicago 

Chicago Historical Society. A 
House Divided - America to tho 
Age of Lincoln, with documents, 
mementos and personal effaeta 
of tbe Great Emancipator. 

Art Institute. Mbusfs series 
paintings, including Haystacks, 
Poplars and Rouen Cathedral, 
all from the 1890s. 

Tokyo 

Tden Museum- Perfume Bottles 

by Rend Lallque. Closed on alter- 
nate Wednesdays. 

Meguro Art Museum. Josakn 
Maeda. More than 100 painting* 
by a Japanese artist (bom In 
1926). who studied in Paris and 
whose works are all based on 
the Mandate. 

Bunkamura, The Museum. 500 
Years of European Art Loan 
exhibition from the Pushkin 
Museum. Moscow, especially 
strong on post-impressionists, 
whose work was seized by the 
state after the revototLon. Closed 
Thursday. 


SALEROOM 


A seasonal symmetry 


The wonderful symmetry of 
Sotheby’s and Christie’s was 
underlined yesterday when 
Sotheby's announced annual 
sales for toe 1989-90 season of 
$3.2bn (£1.96bn). This repre- 
sents a gain in dollar terms of 
39 per coat, and In sterling of 
45 per cent. On Tuesday Chris- 
tie's announced that its turn- 
over was 40 per cent higher, at 
£L45Sbn ($2.376bn). Obviously 
toe death of the art market had 
been greatly exaggerated. 

Michael Ainslie, president 
and cbiof executive, manag ed 
to refer to the one spectre dog- 
ging the art market - toe fail- 
ure of toe important Impres- 
sionist and Modem picture 
sales in London to June. This 
sector accounts for around half 
of toe company’s turnover and 
profits, and if It turns sour toe 
whole edifice totters. 

“In reviewing the sale 
results this spring we have 
seen that to virtually all areas 
works that were fresh to the 
market and were properly esti- 
mated sold well, while those 
that did not meet these stan- 
dards faced greater resistance 
than in recent seasons. We 
believe that such stabilisation 
in prices is a healthy develop- 
ment for the market as a 
whole." he said. 

This rather ignores the fact 
that Sotheby’s, to gain proper- 
ties, hypes the value of art, and 
thus the reserves, and that it 


has vigorously pursued the 
philosophy of art as an invest- 
ment. which automatically 
assumes rising prices. 

Mr Ainslie makes no refer- 
ence to frhp inwMjiing practice 
of guarantees, under which 
Sotheby’s gains a collection by 
assuring the vendor of a cer- 
tain return. This worked well 
with the Dorrance collection, 
which brought to $13S.6m, and 
the Malbto, which set records 
for Italian Futurists with a 
total $86^m, but caught Soth- 
eby’s on the hop to London to 
June when guaranteed lots 
foiled to sell 

Perhaps toe most significant 
development was Sotheby’s 
acquisition, with the dealer 
William Acquavella, of the 
stock of another New York 
dealer, Pierre Matisse, the son 
of the artist. Sotheby's has 
started to sen off the art pri- 
vately, and in its London con- 
temporary art auction. This 
blurring of the lines between 
auctioneer and dealer causes 
worries, to both other dealers 
and the licensing authorities. 

In all 3G7 lots sold Sat over 
Sim as against 2S8 test seasf»| 1 
Sotheby’s highest price was 
the $78- Ira for Renoir’s “An 
Moulin de la Galette*, only 
exceeded at auction by Chris- 
tie’s $82 .5m for the Van Gogh. 
“Dr Cachet." 

Antony Thorncroft 




i »■><?»» isffSG s.s's^dts^fi-s's? sas-'&R&B ggsfisa? .ftBrJFK*. 
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First bites 
at defence 


THE statement to the House of 
Commons yesterday by Mr 
Tom King, the Defence Secre- 
tary, on the future of British 
defence policy was less dra- 
matic than it sounded. There 
are to be cuts of about 18 par 
cent in service manpower, but 
only over a five-year period. 
And while the British military 
presence in Germany will be 
roughly halved, that process, 
too, will take five years to com- 
plete. New figures on defence 
expenditure - sometimes 
referred to as the “peace divi- 
dend” - will come later, 
though according to Mr King’s 
current estimates spending is 
likely to Hail by less than the 18 
per cent reduction in the 
armed forces. 

Nevertheless, Mr King has 
made a start Yesterday's state- 
ment is an advance on the 
Defence White Paper, pub- 
lished in April, which simply 
looked at the options for 
change. Since then we have 
heard of the more radical ideas 
of Mr Alan dark, minister for 
defence procurement, who 
would like a much larger Brit- 
ish military disengagement 
from continental Europe. Mr 
King, characteristically, has 
gone for a more cautious 
approach, but even he admits 
that a statement of defence 
intentions in July 1990 may be 
quickly altered by time and cir- 
cumstance. 

Some caution is justified, 
and not only because the 
Soviet Union is likely to 
-remain a for midable military 
power. Another equally com- 
pelling reason is Britain's 
membership of the Atlantic 
Alliance. The alliance is about 
collective security, the need for 
which remains as great as 
ever, even though it will be at 
a lower level of armament 


Correct forum 


Britain is a key member of 
Nato in a way that the country 
has never quite succeeded in 
becoming a key member of the 
European Co mmuni ty. It is 
right that it should want to see 
consultations on force reduc- 
tions conducted in the Nato 
forum rather than by a series 
of unilateral cuts. Since other 
member states are also carry- 
ing out defence reviews in the 
light of the changes in eastern 
Europe, Nato is the place 
where changes should be co-or- 
dinated. An effective: use of -the 


Anglo-French links 
In another sense, however, 
the statement carried caution 
too far. One of the conse- 
quences of the changes in cen- 
tral Europe must be a search 
for closer defence co-operation 
between Britain and France. 
The two countries have too 
many interests in common not 
to work together and, while 
there has often been more 
co-operation than meets the 
eye, there is stall a long way to 
go. Mr King was reluctant yes- 
terday, for example, to say any- 
thing about Anglo-French 
co-operation on sub-strategic 
systems like tactical air-to-sur- 
face missiles. Same demonstra- 1 
tion of collaboration between 
London and Paris is now : 
needed; under President Bush’s 
administration there is no rea- 
son why its should impair 
An g irv American relations 
The statement was useful in 
two other ways. It had become i 
necessary to give the armed 
forces themselves some assur- 
ances about their future, for i 
there was some risk of a 
decline in morale. The message 
there is that the new smaller 
forces will need to be every bit 
as professional as before. The 
statement also implicitly 1 
revealed that even without the I 
outbreak of European peace, 
there would have had to have 
been a British defence review. 
Too often planning targets 
were not being met and com- 
mitments were running ahead 
of resources. Inflation has 
played havoc with this year’s 
budget Mr King talked yester- 
day of the need to cut the tall 
as well as the teeth; the tail in 
the civilian defence establish- 
ment still looks excessively 
large. The next Defence White 
Paper should provide more 
details of actual as well as 
iwtential reductions^. .. 


Castro’s Cuba 


in a time-warp 


THE fete of Cuba is one of the 
last international issues on 
which the Soviet Union and 
the US have yet to find a meet- 
ing of minds. The US adminis- 
tration seems bent on seeing 
President Fidel Castro disap- 
pear ignominiously from the 
scene amidst the ruins of his 
revolution; while President 
Gorbachev finds himself 
uncomfortably supporting an 
alliance that has become 
caught in a cold war time- 
warp. 

President Gorbachev today is 
still paying the price for his 
predecessors' decision to allow 
the engaging young revolution- 
ary. Fidel Castro, to become a 
Soviet satrap on America's 
doorstep. Successive US presi- 
dents have never allowed the 
Soviets to forget their encour- 
agement of President Castro, 
which, during the 1962 missile 
crisis, brought the two super- 
powers close to nuclear con- 
flict. Thus Washington can 
scarcely conceal its satisfaction 
over President Gorbachev hav- 
ing to resolve this legacy of 
imperial over-reach. Yet as 
President Fidel Castro's posi- 
tion becomes increasingly 
anomalous inside Cuba, the 
need Is correspondingly 
greater for Moscow and Wash- 
ington to narrow their differ- 
ences and adopt an agreed 
approach on how to deal with 
the country. 

President Castro is the last 
person to act like a puppet, 
manipulated by two outside 
powers. Nevertheless they 
wield considerable influence. 
The US Tnaintflirm a tough eco- 
nomic embargo, retains the 
base of Guantanamo on Cuba 
and hosts a Large Cuban immi- 
grant community in Florida, 
while the Soviet Union under- 
writes the economy to the tune 
of $2bn to $3bn a year and pro 
vides vital oil supplies. 


weeks - even if encouraged by 
agents provocateurs as the 
authorities claim - is symp- 
tomatic of popular frustration 
with a revolution that has 
involved more sacrifices than 
rewards. The circumstances, 
however, are different. 


Seeking asylum 

The Cuban leader weathered 
a storm back in 1980 when he 
was obliged to tolerate the 
mass exodus of some 120,000 
disaffected Cubans. The exodus 
began with an invasion of for- 
eign embassies and people left 
because they despaired of 
things ever c hang in g inside 
Cuba; they preferred instead 
the attractions of Miami- The 
fact that Cubans have again 
been seeking asylum in foreign 
embassies over, the past two 


Wind of reform 

Political and economic 
change has to come in Cuba. 
An authoritarian one-party 
system, managing an ineffi- 
cient command economy subsi- 
dised by the Soviet Union, can- 
not remain immune from the 
wind of reform that has swept 
the socialist camp. Cuba's prin- 
cipal trading bloc, Comecon, 
has collapsed in less than a 
year and the Soviets them- 
selves have begun to demand 
better value for money. The 
island can no longer afford to 
sustain all its expensive, and 
in many ways impressive, 
achievements in the field of 
education and social welfare. 
President Castro may pretend 
in public that Cuba can sur- 
vive as a siege economy; but 
the reality is different 

President Castro suffers 
from the riassin dil e mma of all 
authoritarian leaders who have 
created a system in their owfi" 
image . He haa no easy means 
of handing over power. For 
him to carry out the kind of 
changes needed would be an 
admission that he had led 
Cuba in the wrong direction 
for the past 31 years. It is not 
unnatural that he clings obsti- 
nately to the idea that it is 
merely the errors in the system 
which need to be “rectified". 

He could perhaps save him- 
self if he were to deploy his 
considerable prestige to accel- 
erate a reform process which is 
already being espoused from 
within the party, perestroika- 
style. This would enable the 
Soviets gradually to disengage 
from Cuba. In torn this would 
put pressure on the US to drop 
the economic embargo as a 
counter-part for a reformed, 
democratic Cuba. 

Unfortunately, the US is . 
unwilling to provide an hon- 
ourable exit for President Cas- 
tro, while the Cuban leader, 
unlike the Sandinigtag in Nica- 
ragua, appears willing to hold 
on to power regardless. This is 
a recipe for instability and vio- 
lence with consequences that 
all parties should weigh up 
carefully before, it is too late. 


P resident Saddam Hus- 
sein. of Iraq is not a 
man given to grati- 
tude. In the past week 
he has suddenly -turned his 
notorious vitriol against the 
very countries which provided 
him with the fi n a nci a l and mil- 
itary means to bring the Gulf 
war against Iran to a satisfac- 
tory dose two years ago. 

Kuwait, now threatened by 
Iraqi troops on its northern 
border, joined Saudi Arabia in 
providing Mr Saddam with 
some $35bn in interest-free 
loans to pursue the war which 
he so rashly began in 1980 after 
Iran’s Islamic revolution. 

The US, now linked by Mr 
Saddam to a Zionist plot aimed 
at depressing oil prices, lent 
logistical and polit i cal support 
to Iraq and sent a fleet into the 
Gulf which had the principal 
purpose of securing the sea 
lanes and deterring Iranian 
attacks on shipping. 

Mr Saddam's bellicose atti- 
tude makes him more unpopu- 
lar than ever in an interna- 
tional community «ixiqn« for 
stability, and his ingratitude 
leaves him surrounded by gov- 
ernments which distrust him, 
bate him or fear him. 

Those Arab leaders who 
have automatically and care- 
lessly followed the Baghdad 
line in recent months and 
accused the West of conspiring 
to blacken Iraq’s name - over 
a number of issues ranging 
from human rights and n uclear 
weapons procurement to the 
execution of Observer journal- 
ist Mr Farzad Bazoft and 
threats against Israel - are 
now swallowing their words 
and keeping remarkably silent. 

Even Jordan and Egypt, 
Iraqi allies with governments 
considerably more friendly 
towards Iraq than their inhab- 
itants are, must be looking 
askance at Mr Saddam's latest 
outbursts. 

The Iraqi leader has his own 
reasons for rounding on his 
Arab neighbours in the Gulf 
and anhignwMng Washington. 
He gaifl that, he wants to 
achieve higher oil prices by 
stopping Kuwait and the UAE 
from producing more than 


Nato machinery should also 
help to keep the Americans on 
board. 

Preliminary caution is justi- 
fied in one more way. Chancel- 
lor Kohl has become reluctant 
to say anything very definite 
about defence policy ahead of 
the German election in Decem- 
ber. Only when those elections 
are out of the way will it be 
possible to have fuller discus- 
sions abont Nato strategy. 
Therefore yesterday's British 
statement was still something 
of a holding exercise. 


Saddam Hussein is using a 
heavy hand to stimulate oil 
prices, writes Victor Mallet 


Bullying 


posture in 


the Gulf 



9 

Baghdad 


{Euphrates 


RumaDa oilfields, 


KUWAIT 


Sadaam Hussein 


SAUDI ARABIA 


Saddam has said he 
wants billions of 
dollars in cash aid 
from the Golf states 


their Opec quotas. He has also 
said he wants hillitma of dol- 
lars of aid in ca«h from the 
Gulf states. Nor does Mr Sad- 
dam - who likens himself to 
King T Jehnnha dneamtr of Baby- 
lon and is likened by others to 
the late Gamal Abdul Nasser of 
Egypt - hide his ambition to 
lead the Arab world. 

What he has not said - 
although Arab and western 
diplomats believe it to be a 
central dement in the current 
crisis in the Gulf — is that he 
is using an adventurist foreign 
policy to distract the. attention ' 
of the Iraqi people from their " 
domestic economic and politi- 
cal misery. 

. President Saddam finds him- 
self in a frustrating position. 
He boasts the Arab world's 
largest army - about lm men 
under arms — and he emerged 
in a strong position at the time 
of the 1988 Gulf war ceasefire. 
But he soon found that conven- 
tional policies were not enough 
to revive an economy which 
was damaged by war, drained 


by continued post-war spend- 
ing on weapons development, 
crippled by at least $70bn of 
debt (half of it in the war loans 
from the Gnlf states which 
they never expected to be 
repaid) and heavily dependent 
on fickle oil prices. 

Iraqis, even if they are 
repressed by one of the world’s 
most effective police states, 
still privately express their 
anger about economic hard- 
ships and their resentment 
about the 70,000 Iraqi prisoners 
of war still held toy Iran. Mr 
Saddam’s ministers are often 
so frightened of him that they 
dare not tell him uncomfort- 
able truths, but he obviously 
caught wind of the public 
mood. 

He responded. First he made 
unexpected overtures to Iran, 
sending a letter to President 
Hasheml ftafsmnjam in an 
attempt to reach a final settle- 
ment of the Gnlf war and 
secure the release of prisoners. 

At the same time he con- 
ducted a purge of some of his 
closest associates and military 
commanders, many of them 
from clans based in his own 
home town of Tikrit Opposi- 
tion groups, speculating that 
Mr Saddam is feeing a chal- 
lenge from former loyalists 
who fear for the safety of the 
regime under his erratic lead- 
ership, have reported a wave of 
arrests and sackings and at 
least <me execution. . .. 

Mr Saddam then torfiecT to 
easier targets, adding to his 
rhetoric against Israel by reviv- 
ing Iraqi claims to Kuwaiti ter- 
ritory which date back to the 
days of the Ottoman empire, a 
popular theme even among his 
domestic opponents. In the 
speech last week marking the 
start of the latest Gulf crisis, 
he implicated Kuwait and its 
Gulf allies in a Ziomst Aroeri- 
can plot against “great Iraq,” 
the “centre of civilisation” of 


the Arab world. “The policies 
of some Arab rulers are Ameri- 
can,” he said. “They are 
inspired by America to under- 
mine Arab interests and secu- 
rity.” 

It remains to be seen 
whether domestic opposition 
can be fought off with this 
kind of political ammunition, 
and whether Iraq might seek 
other foreign adventures to dis- 
tract the restless populace. 

Mr Saddam has a good 
chance of success in his efforts 
to force up the price of oil, and 
in what Kuwaitis regard as his 
attempts to extort money from 
the Gulf states. He may even 
succeed in shifting the balance 
of power within Opec away 
from the price moderation 
favoured by Saudi Arabia and 
Kuwait towards Iraq and its 
demands for higher prices. 

Oil prices have already risen 
sharply ahead of today's Opec 
minis terial meeting in Geneva 
after western military attaches 
in Iraq were allowed - pre- 
sumably deliberately - to see 
Iraqi troops heading for the 
Kuwaiti border at the week- 
end. The UAE and Kuwait, 
both chronic quota-busters, 
will think twice about flouting 
Opec agreements in future, and 
yesterday Kuwait shelved its 
plans to ask for a higher Opec 
quota later this year. Iran, a 
firm supporter of Iraqi oil pol- 
icy, must be delighted by the 
disarray among its Arab ene- 
mies. 

The problem for Kuwait and 
its five allies in the Gulf 
Co-operation Council - an eco- 
nomic and security organisa- 
tion set up in 1981 when Iraq 
was preoccupied with the war 
- is that they have no credible 
military deterrent of their own 
to deploy against Iraq. Saudi 
Arabia, by far the most power- 
ful member of the GCC, has 
some sophisticated military 
equipment but only 66,000 men 


under arms. Iraq’s native popu- 
lation of i fim is double that of 
all the GCC states put 
together. 

By last night, Iraq seemed 
unlikely to attack Kuwait. 
Baghdad was reported to have 
given Egypt assurances that it 
would not invade, but having 
accused Kuwait of stealing 
$2L4bn of crude oil from the 
disputed RumaQa oilfield. Iraq 
must he tempted to seize the 
comer of the field which lies 
on the Kuwaiti side of the dis- 
puted border. 

The GCC states (Saudi 
Arabia, Kuwait, the (JAE, Bah- 
rain, Qatar and Oman) are left 
with few options. They can 
appeal to Mr Saddam's sense of 
reason and invoke the feeble 
spirit of Arab unity, but they 
would have confidence in nei-' 
then they can appease him and 
fund his suggested “Marshall 
Flan” for Iraq, a solution 
which has short-term attrac- 
tions but which may simply 
delay a showdown rather than 
eliminate it altogether; or they 
fan call fo the Americans. 

This last alternative has 
obvious military benefits in the 
case of an actual Iraqi invasion 
of the Arabian peninsula, but 
politically it plays straight into 
Mr Saddam’s hands. Since he 
has already suggested that 
Gulf rulers are pawns of the 
Americans, an appeal by the 
GCC to Washington would 
prove him right in the eyes of 
the ipuiinna of Arabs who bit- 
terly resent US support for 
Israel. 

The US itself has already 
played the American card as a 
deterrent, announcing loudly 
that it began a naval exercise 
with the UAE on Monday at 
short notice, and declaring that 
there was “no place for coer- 
cion mtfmirift tinn in a civi- 
lised world.” Some US allies 
were privately irritated yester- 
day at Washington’s high-pro- 
file stand. Officials argued that 
such statements were adding 
fuel to the flames and 
expressed surprise that the 
UAE had gone along with the 
idea of a militar y exercise. 

Like Japan, however, the US 
is acutely aware of its increas- 


Iran must be 
delighted by the 
disarray among its 
Arab enemies 


mg dependence on oil from the 
Gulf and the need to keep it 
Bowing smoothly through the 
Strait of Hormuz. According to 
the latest report from the 
American Petroleum Institute, 
the US de pende d on imports 
for a record 49.9 per cent of 
domestic demand in the first 
half of this year. 

The Gulf region accounts for 
only a quarter of current world 
oil production but for 65 per 
cent of the world's oil reserves. 
Iraq alone has 10 per cent of 
wood reserves, and the mes- 
sage of this week's events is. 
that it is seeking, a dominant 
role in Opec by asserting pre- 
eminence in the Gult 

The question is not so much 
whether the ail will keep flow- 
ing; the Gulf war showed that 
it continues to do so in almost 
any circumstances. With the , 
ungrateful Mr Saddam enforc- j 
ing Opec quotas, aiming for ml : 
at ana then $30 a barrel, 
and starting to impose his will 
on the other Gulf oil producers, 
the question is at what price. 


De Benedetti 
heir looms 


Observer 


■ The promotion of Rodolfo 
De Benedetti, the 29-year-old 
eldest son of Carlo De Bene- 
detti of Olivetti feme, to the 
rnanaptner directorship of Cir. 
the family’s quoted industrial 
holding company, is proof that 
family capitalism is alive a n d 
well and living in Italy. 

De Benedetti junior’s rise 
to prominence from a rela- 
tively obscure position at Cof- 
ide, the financial holding com- 
pany for the De Benedetti clan, 
follows the switch by Corrado 
Passe ra. Carlo De Benedetti’s 
eloquent ex-Mc K i n sey lieuten- 
ant, to the driving seat at Mon- 
dadori, Italy’s leading publish- 
ing group, where De Benedetti 
is now gradually reasserting 
control after his battle with 
TV tycoon Silvio Berlusconi. 

It is too early to tell whether 
Rodolfo is a chip off the same 
entrepreneurial block as his 
dad. He looks good on paper, 
with a degree in political econ- 
omy from the University of 
Geneva, followed by some 
financial polish at Lombard 
Odier, the Geneva private 
bank, and Shearson L ehman 
Hutton, the New York invest- 
ment bank which has followed 
his father in a number of deals. 

If nothing else, De Benedetti 
junior carries further down 
the line the first name of his 
illustrious grandfather, 

Rodolfo, still a sprightly 98- 
year-old, who oversees the fam- 
ily’s fortunes from his fastness 
in Turin. 


the Dutch Prime Minister, are 
just being modest We know 
that he speaks more than that 
Or perhaps no-one wants to 
risk making pretentious dal ms 
in the new Dod's European 
Companion 1990. 

Anyway, it is good to hear 
that the book exists. It will 
go alongside Dod's Parliamen- 
tary Companion at home, the 
best of the political reference 
books. The European version, 
just published, includes all 
Members of the European Par- 
liament and senior EC officials. 

Which of the latter was 
responsible, 1 wonder, for yes- 
terday's decision to change 
the negotiating purpose of the 
EC-Efta talks from a European 
Economic Space to a European 
Economic Area on the grounds 
that the word space triggered 
“the reflex of looking up into 
the sky, when we should keep 
our eyes firmly on the 
ground"? MafoU 



first foreigner to be appointed 
to the board of a German bank, 
has had to do some pioneering 
regulatory work. 

The formidable-sounding 
Bundesaufsichtsamt fOr das 
Kreditwesen, the Berlin-based 
regulators of the German bank- 
ing system, have two require- 
ments of bank directors. One 
is that they have direct experi- 
ence in the management of 
a German bank, or at least a 
foreign bank in Germany. The 
other is that they speak Ger- 
man. 

At the time of Deutsche 
Bank’s acquisition of Morgan 
last winter. Craven qualified 
on neither count But things 
have moved since then. 

Craven worked hard at his 
German (his knowledge of Afri- 
kaans and Latin were a help, 
he says) and then went to Ber- 
lin to demonstrate his newly 


acquired linguistic skills. 

These, plus his long experience 
of the banking business in Lon- ■ 
don, appeared to satisfy the 
authorities. 

All very thorough and very 
German. But it does make one 
wonder whether Frankfurt fa 
hampering its chances of 
becoming a major interna- 
tional financial centre. 


Hard dimes 


Euro-Dod 


■ Lubbers, Rudolphus (Ruud) ' 
Franciscus Marie (Nether- 
lands) Prime Minis ter and 
Minister for General Affairs. 
Languages: Read, spoken, writ- 
ten: Dutch. 

Hurd, Douglas Richard 
(United Kingdom) Foreign Se& 
retary. Languages: read, spo- 
ken, written: English, French; 
Read, spoken: Italian; Rea± ■ 

Spanish. \ 

Perhaps some people, like 


■ The Smithsonian Institution 
in Washington DC ranks as 
one of the finest collections 
of museums and galleries is 
the US, so it comes as some- 
thing of a shock to hear that 
it is in flnanrial difficulty. 

Mr Robert McC. Adams, the 
Smithsonian secretary, says 
that impending Federal budget 
cuts will mean laying off staff, 
scrapping projects, and cancel- 
ling expansion plans. Among 
the programmes at risk are 
a $300m annexe to the National 
Air and Space Museum at 
Dufies Airport, a new African 
American “presence” on the 
Mhll, the redevelopment of the 
bid General Post Office Build- 
ing into museum and office 
space: and the expansion of 
the Hirschhom Museum. 

By the Imperial standards 
of the Smithsonian, all 

sounds draconian. Comprising 
15 museums and galleries, as 
well as the National Zoo, the 
Smithsonian this year has a 


total budget of just over 8350m. 
Some revenue stems from gov- 
ernment contracts, grants and 
trust funds. But the bulk, 
$266m, comes out of the Fed- 
eral budget and in an era of 
budget austerity, even worthy 
causes have to suffer. 

Yet the Smithsonian has 
undoubtedly made life a lot 
more difficult for itself by its 
own management weaknesses. 
Last year, an Internal petition 
warned of “a proliferation of 
staff positions” which was 
causing confusion. Last week, 
Mr Dean Anderson, a top exec- 
utive who was very popular 
among staff, resigned abruptly 
- though he will continue to 
advise Mr Adams. 

These public spats - plus 
reports of deficiencies in the 
trust funds - will make it far 
more difficult for Mr Adams 
to persuade Congress to 
approve a $307m budget for 
the coming fiscal year. 


Art of the state 


Craven OK’d 


■ John Craven, the chairman 
of Morgan Grenfell, now owned 
by Deutsche Bank, and the 


■ The Japanese have found 
a good way of disguising their 
trade surplus. They ascribe 
Imports of art by a particular 
country’s artists to that coun- 
try’s account, no matter where 
the works actually came from. 
Thus, all purchases of 
Cezannes, for example, are 
classified as imports from 
France even if they were 
bought In the US. This helps 
explain why Japan’s trade fig. 
ures show a deficit with France 
last year of $248qi, while 
France's figures show a &5bn 
deficit with Japan. 

Does this mean that the 
French figures are more accu- 
rate? “Not necessarily,” comes 
the po-faced reply from a 
Tokyo official, proving once 
again that the Japanese will 
never cede a point without a 
i struggle. 


BOOK REVIEW 


Rewards of the 

Sugar approach 


I t was Georges Pompidou 
who quipped (when Mr 
Alan Sugar was a young 
businessman) that there were 
three roads to ruin: women, 
gambling and technology. “The 
most pl ft flB fl nt is with women, 
he said, “the quickest is with 
gambling, but the surest is 
with technology.” 

Alan Sugar, founder of the 
Amstrad consumer electronics 
company, bad no obvious trou- 
ble with any of the three. He is 
a calculating risk-taker, rather 
I rtian a gambler. His father was 
i a product of a background of 
harsh uncertainty in the East 
End, which destroyed that 
risk-taking capacity in him but 
not in his son, nor, in a very 
different way, in his neigh- 
bour, the playwright Arnold 
Wsskor 

Sugar’s relations with his 
mother and wife appear as 
happy as they are straightfor- 
ward. And be, ruggedly and 
without fuss, promotes women 
in Amstrad according to their 
revealed capacity and is unin- 
hibited by fear* about feminine 
unsuitability or of child-rear- 
ing responsibilities. Callen So, 
a Hong Kong secretary, 
became Amstrad 's sales and 
marketing director in the Far 
East and. then came to 
Amstrad ’s headquarters as 
Sugar’s special assistant. Mar- 
ion Vannier, his French agent, 
was brought in to set up the 
wholly-owned subsidiary there. 

Nor did technology cause 
him problems: Churchill (“Sci- 
entists should be on tap not on 
top”) would have recognised 
the Sugar approach. His lim- 
ited understanding of technol- 
ogy did not prevent him from 
successfully, supplanting the- 
noted boffin Sir Clive Sinclair 
in the pantheon of the British 
electronics industry's leaders 
in the late 1980s. 

It may be best (like the 
n n paralleled US pioneer Edi- 
son) to understand both tech- 
nology and markets, bat 
Amstrad has done well by let- 
ting marketing skills take the 
teafl. The setbacks of last year 
reduce, but do not eliminate, 
Amstrad’s lead over other elec- 
tronics companies, by conven- 
tional measures of business 
performance. 

The company grew from the 
proverbial garage in the streets 
of north London, to flotation 
with a hundred or so employ- 
ees in 1980. At the end of the 
decade, it employed more than 
1,600 in what was still a tightly 
run ship. Its reported pre-tax 
profits rose from £L4m on flo- 
tation to £160.4m in 1987-88 
(falling to a still creditable 
£76. 6m in 1988-89). Amstrad’s 
most successful products - 
from -audio- towers, through 
dedicated word processors, to 
IBM-compatible personal com- 
puters - were all variations on 
the same formula. 

The products were simple 
because they cut but features 
that consumers did not really 
want; they were cheap became 
they were mass-manufactured 
wherever it paid to manufac- 
ture, with flexibility to shift to 
cheaper sources; and massive 
marketing campaigns expan- 
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ded and transfonned their mar- \ 
fcets by encouraging a whole 
■ new segment of consumers, to 
start using them. . - 

David Thomas - who w as - 

the ITs elecmmis coiT^Dn.. ; 

dent between 1986 and 1988 p. - 
has given us what is certainly-: 
one of the best biograpMesoT & 
1980s businessman. Without... 
resorting to the pseudo-reahsm .- 
of “fly-on-the-wall" jonnuisn;--: 
he has written a readable, but 
considered and canvhmmg per- 
sonal story woven into the ; 
complex technical and boat ■ 
ness reality of the ra pidly 
changing electronicsindustry. : 

I would have liked some 
more information on 
Amstrad’s exports net; of. 
imported components (which 
would have tiluxninated his ■ 
treatment of Amstrad’s ■ 
increasing European maim fe e- . 1 
turing presence), and perhaps 
more analysis of the features ■ 
the market (rather t han m erely 
Amstrad's mistaken strategies) . 
that led to lower exports to the - 
US, Japan and Germany than " 
to the less developed markets 
of France and Spain. 

Thomas also perhaps exag- , 
gerates some features, and a ; 
reviewer with my vested inter- 
ests is no doubt prone to exag- 
gerate them further. Certainly - 
1 was quite pleasantly sur- . 
prised to find that trainin g and ' 
technology do have a larger 
role - I thought in the 
Amstrad story. • 

Even Sugar himself - the , . 
archetypal “barrow boy" of- 
mythology who was earning 
more than his father from 
part-time deals before he left 
school” - attended a Hackney ; 
School which might reasonably 
lay some rfaim to have been a 
proto ty pe of the modem city 
technology college: a second- 
ary terfmfcfli school with some, 
grammar school pretensions-: 
(with a Hackney lad from the 
London School of Economics - 
as a committed teacher). In the v 
late 1980s Amstrad had also -v 
drawn on Cambridge’s Silicon 
Fen to build up ita in-house R 
& D capacity, rather than rely- 
ing on outside design consul- . 
tants as It did in the early 
years. 

Thomas is properly cautious 
about predicting the future, 
but I came away from the book 
feeling that Sugar knew what 
he was doing and could frankly 
recognise his own mistakes 
and weaknesses. It is obviously 
by no means impossible that a 
man of his calibre will succeed 
in doing what so many 
self-made British businessmen 
have failed to do: create a 
strong corporate management 
organisation which can take 
the company into a new phase 
of a prosperous (and indepen- 
dent) future. 


Leslie Hannah 


The reviewer is Professor of 
Business History at the LSB 
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A lthough Si AIM Witten* Ster- 
tos ta 0w*ff<POTtswiS59) 
(be* cot Justify the advance 
hypo, it has mo» tntomet. Use first 
three chapters On exchange rotes are 
& Hawed, but still useful, non-teehnl- 
cal Introduction. Chapters Foot a&d 
Five, tleallng with international 
systems, go downhill, repeating famil- 
iar positions on the basis of ageing 
-recycled studies nude by others. 
Chapter Six, on Policies end Politics, 
to Cully Wurth discussing because of 
Walters' connections with Mrs 
Thatcher. There Is a lift In the final 
chapter, which advocates a commodi- 
ty-based currency, "Eccra,” but Is too 
sketchy mid « digression from the 
main thernc- 

PmCaaor Walters starts hto book by 
admitting that then is much to be 
said for absolutely fixed as well as 
freely floating exchange rates and 
that his is directed against pseu- 
do-fixed systems such as crawling 
pegs, target zones and. above all. the 
European Monetary System. Bui he 
ran n ot maintain this impartiality and 


c*.-** **£'*©<« cannot maintain uus imporszaaiy ana 
r "tA “any of his debating potato are in 


ECONOMIC VIEWPOINT 

Sterling in Danger 
— from Sir Alan 


By Samuel Brittan 


S 5^SV! 



favour of freely floating rates and 
a g ains t fixed rates of any kind. 

The author’s biggest concern is not. 
however, with tha international sys- 
tem. It is to refute tbo proposition 
that a small- or medium-sized Infla- 
tion-prone country can reduce infla- 

A key chapter in my 
copy is so foil of 
annotations ami 
exclamations that it 
looks like Bedanesser’s 
slate in the Meistersinger 

turn more securely (that Is with less 
risk of relapse) by tying its currency 
to that of a. non-foflatfonary group 
than by depending on unreliable 
domestic monetary indicators. That 
argument is dependent on amit 
plats and U applies only to the more 
inflation -prone partners. No one sug- 
gests that German Inflation rates 
have benefited from the EMS. They 
have simply remained low enough to 
serve as an anchor for others. 

Walters accuses me of asserting 
without evidence that "confidence" 
will be greater nodes’ a fixed exchange 
rate regime than under an alterna- 
tive. But he does not say what the 


4 St 

~a»8i" - » zfr. confidence refers to. It is, in fact. 


stitooi a-hirtrtS*'' Quit® woctoe: it is that inflationary 
!a\ samr pay awards or other cost increases 

Prcctv» win not be validated by tha depreda- 

i»' , caoPV ? “ft tion of sterling. It has nothing to do 

ary with wage negotiators sitting dawn to 

- 


discuss the "transftaiy variability of 
the exchange rale” as Walters sug- 
gests. The argument will only apply if 
there is a stable currency to act as an 
anrhnr and Jf hard-earned experience 
has made people believe that the 
anrJinr will hnlri 

An ««nmp 7e of an ageing recycled 
.... sg t study intended to refute this proposi- 
-"«? -- oxsfe jj, tion is in the table reproduced here, 
aa:* a i; which, up to 198$, comes from the 
” Walters book. The twiddle column, 
which Includes the US and Japan, to 
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ctf questionable relevance. 

The principal flaw, however, to to 
take the period since 1979 os a unity. 
This Ignores the change in the nature 
of the EMS after 1983 when President 
Mitterrand switched to a bard franc 
policy designed to minimise realign- 
ments. An extension of the Wallers 
data to cover 198&-S9 shows strikingly 
different results. The weighted aver- 
age EMS Inflatio n rate dec lines from 
>L3 to 3 per cent, and to now lower not 
only than the other European coun- 
tries but even the total wm-EMS 
group. If Austria and Switzerland, 
which closely shadow the Mark, are 
transferred to the EMS group, the 
results ore still more striking. 

It is true that the EMS output 
growth In 198589 was still below the 
outside average. But the claim being 
discussed to that the EMS h« helped 
to bring inflation down, not that It 
necessarily stimulated motherhood, 
output and other good things. As a 
mere Journalist I cannot help noticing 
that output is the core EMS countries 
to now proceeding at capacity rates, 
while it has bad to slow down drasti- 
cally in Britain and other peripheral 
countries needing to get a grip on 
inflation. 

Inevitably, we hear a lot in the book 
about the Interest-parity theorem 
which has been rediscovered as the 
"Walters effect” This Just states that 
the Interest rate differential between 
two countries to equivalent to the 
expected change in the exchange rate. 

Thus If the Mark-peseta exchange 
rate were completely rigid, then Span- 
ish interest rates, instead of being 
nearly 7 percentage points higher, 
would have to converge on German 
ones. But so then would the inflation 
rate for internationally traded prod- 
ucts - which would eventually perco- 
late to the rest of the economy. 

There to a genuine problem (raised 
by many others apart from Walters) 
about how to manage an exchange 
rate system in the transition period 
while inflation differentials are nar- 
rowing but still exist. Walters does at 
least now concede that Spain and Ger- 
many mahrtwiTi differential Inter- 
est rates while there is still an 
exchange rate band and a real, If 
small, possibility of realignment 

Nevertheless I share his dislike of 
hutting the possibility of differential 
interest rates on uncertainty and pol- 
icy surprises. One standard alterna- 
tive expounded In a world context in 
Nigel Lawson’s 1987 IMF speech 
(which Walters so much disliked) to 



PERFORMANCE COMPARED 

Yearly average % change 


EMS 


Non-EMS 


European 

Non-EMS 


Inflation Rata 

1973-79 

9.1 

9.8 

12.5 

1979-85 

8.3 

6.9 

8.8 

1985 

4.8 

3.8 

5.9 

1985-89 

3.0 (2.9) 

3.4 (3.4) 

5.1 (55) 

1990“ 

3.6 (3.6) 

4.9 (4.9) 

7.8 (8.4) 

Growth of GDP 

1973-79 

2.8 

2.9 

1.9 

1979-85 

1.7 

2.7 

1.8 

1985-89 

2.9 

3.7 

3.6 
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that timely use be marln of 

modest realignments "moving the 
mid-point within the confines of the 
existing ranges” Speculators need 
never then enjoy a one-way bet Wal- 
ters Ignores this feature In his battles 
with straw men. Unfortunately Wal- 
ters seems uninterested in discussing 
his own problem as one to to be tack- 
led, rather than as a miatUn to throw 
at tho EMS. 


Alas we cannot avoid Professor Wal- 
ters’ unfortunate foray into economic 
journalism. Chapter Six In my copy to 
so full of annotations and exclama- 
tions that It looks like Beckmesser's 
slate In the Meistersinger (which was 
used to tick off mistake s in singing 
competitions). 

The markings are particularly thick 
where I am able to check. One exam- 
ple to Lawson's supposed announce- 
ment at the IMF in 1987 that exchange 
rates were the main guide to mone- 
tary policy. Hto text says: “We (mean- 
ing the Group of Seven) have all been 


prepared In practice to give signifi- 
cant weight to exchange rates in the 
conduct of monetary policy” - a 
world of difference for anyone sensi- 
tive to words. Nor did Lawson say at 
the beginning of 1985 that “most 
attention” would be paid to the 
exchange rate. He merely said that 
“benign neglect” was not an option - 
again a world of difference. 

I myself am supposed to have “lav- 
ished approval” on David Mulferd’s 
“reference ranges” for exchange rates 
when I merely reported them and 
added a criticism of the “huge omis- 
sion of any systematic understanding 
about accompanying domestic mone- 
tary action." 

Walters gleefully reports Mrs 
Thatcher’s veto on the then Chancel- 
lor's attempt to take sterling into the 
EMS at DM3.75 in November 1985. He 
adds that, if it had succeeded, interest 
rates would have had to rise to 17 to 
20 per cent in 1986 to maintain ster- 
ling. which instead fell by more than 
a quarter. This bizarre estimate is 
based on the Treasury's rule of thumb 


that a 4 per cent change In sterling to 
equivalent to a 1 per cent change in 
base rates. Bat the rule - for what it 
Is worth - relates to domestic 
demand effects (Nominal GDP to be 
precise) and is not intended as a gnkfc> 
to m a n a gin g exchange raxes. 

Walters tries to demonstrate his 
fairness to Lawson by saying that pol- 
icy in 1983-86 was almost Ideal. But he 
blandly quotes from a 1383 memoran- 
dum of hto own saying that, if the 
growth of MO could be held to zero, 
inflation should be eliminated by the 
late 1980s, as if this were a simple 
mechanical act. The Treasury and 
Bank cannot directly control MO 
(nearly all notes and coin), which is 
the small change of the system. They 
can only influence it by raising inter- 
est rates to depress income and expen- 
diture and thereby the desire to hold 
cash. There was no painless way by 
which a tighter monetary policy could 
have been obtained without consider- 
ably higher interest rates and it 
would have been better to say so. 

The author is fond of pickin g short 
periods such as 1986 when sterling 
fell, hut UK inflation was low. Yet be 
himself mentions the plunge in oil 
prices and mortgage rate reductions 
which distorted the figures, in rip**) , it 
was the large fall in sterling in 1986 
which laid the basis for subsequent 
Inflationary problems, both directly 
through providing a fat profit cushion 
to finance inflationary pay increases 
and indirectly by removing a pressure 
to maintain hf gfrpr interest rates — a 
pressure which would have been far 
more effective than arcane arguments 
about MO movements which often 
gave opposite indications depending 
on whether one looked at three-, ux- 
or 12-month periods. Indeed the real 
criticism of Lawson and his Treasury 
advisers to not that they paid insuffi- 
cient attention to MO. but were too 
often falsely reassured by it 

Of course, sterling should not have 
shadowed the Mark at 3DM in 1967-88 
bat at a good deal higher rate. This 
would have happened - and Prime 
Minister. Chancellor, Bank of 
England, advisers and all been saved 
from their own mistakes - if the UK 
had joined the EMS in 1935 (an excel- 
lent example of the superiority of 
rules over discretion). But Walters 
glories in the part he played in stop- 
ping riii* initiative. 

Walters writes that the long-de- 
layed monetary squeeze was not 
finally in place until October 1989, 
when base rate was raised to 15 per 
cent. I take him to mean “better late 
than never.” What then was he doing 
In the very month while still 
officially economic adviser to the 
Prime Minister, telling high-level 
American audiences that sterling 
needed to fell (it was then dipping 
below 3DM) to avoid a severe reces- 
sion? In hto own terminology he was 
calling for a loosening of policy. And, 
in any case, how can be reconcile 
such strong views on where sterling 
ought to go with the objections to 
exchange rate objectives which are 
the supposed aim of the .book? Those 
of Walters* friends who advised Him 
to rush into print wee not doing him 
a service. 


LOMBARD 


Facing up to the 
ethnic issue 


By Michael Holman 


A frica's advocates of 
multi-party democracies 
have the same problem 
as Pooh Bear had with his song 
“Ho! for the life of a bear". 
Readers may recall that Pooh 
managed the first line without 
any difficulty, but was then 
stuck for ideas. Perhaps if 1 
sing the first line very quickly 
twice over, he mused, the rest 
will jast came to me. He did; 
but it didn't. 

The first line of the democ- 
racy song can be beard on the 
streets of Abidjan, Lubum- 
hafihi L usaka . Nairobi 
elsewhere. Out with whatever 
authoritarian figure has been 
in power for decades, and in 
with a multi-party system, goes 
the opening line. The *wnnrf 
line, if there to one, starts with 
a call for a bill of rights and a 
free press, and then tails off 
This is splendid, as fa r as it 
goes. But the questions that 
need to be asked cannot be 
heard above the ap pkingq from 
a western audience finding 
doubtful parallels with the rev- 
olutions u eastern Europe. 

Wfay did the multi-party sys- 
tem in Africa fail in the first 
place? What additional checks 
and balances can be introduced 
to curb executive power, given 
that tho n irnai ones — such as 
an independent judiciary - 
were so rapidly and easily 
eroded? 

As Nigeria's former military 
leader. General Olusegun Oba- 
sanjo, pointed out in a speech 
last November, he presided 
over a return to civ ilian rule in 
1979 after multi-party elections 
under an admirable constitu- 
tion. But the military were 
back In power after four years 
of corruption and mismanage- 
ment by political parties “strat- 
ified on a tribal basis." 

How does Africa cope with 
the fact that many of its 
boundaries were drawn either 
arbitrarily or strategically, 
leaving pre-colonial nations 
divided? What role is there for 
rhipfg find traditional spiritual 
leaders? Above all, how does 
Africa deal with that most sen- 
sitive issue, tribalism? As long 
as voters feel a primary loyalty 
to tribe rather than ideology, 
there is the likelihood that 
political parties in Africa will 
reflect ethnic divisions. 

Undoubtedly Africa’s imagi- 
nation. has been caught by 


events in eastern Europe. 
Many of its governments are as 
a result shakier, losing impor- 
tant allies- It is developments 
in South Africa, however, 
which will have the most 
impact on the African 
upheaval that may be under 
way. and be most relevant to 
the continent’s fixture. 

Apartheid has done appall- 
ing harm In the Republic. The 
defenders of apartheid have 
wrought great damage on their 
neighbours, using economic 
muscle or military might. But 
the malign influence has 
spread, even further. It had 
helped stifle legitimate debate 
in Africa and elsewhere about 
ways in which ethnic, cultural, 
linguistic, and religious differ- 
ences can be accommodated, 
and about how minorities can 
protect themselves. 

Apartheid made public 
debate of these issues if not 
taboo, then highly sensitive. 
There seemed to be an overrid- 
ing concern that no shred of 
intellectual comfort should he 
given Dr Verwoerd and his suc- 
cessors, however bizarre and 
irrational might be the link 
between recognising and 
accommodating ethnic ten- 
sions, and white subjugation of 
black South Africa. 

That may be changing. A 
senior official in an African 
one-party state, where the gov- 
ernment is under growing pres- 
sure, recently spake frankly 
(and in private) about the diffi- 
culties of introducing a 
multi-party system when 
Africa’s post-independence his- 
tory had shown that a winner- 
takes-all system had failed. 
Ways had to be found, he said, 
to ensure that the legitimate 
interests of tribes or minorities 
were represented at all levels 
of government, without too 
much dilution of executive 
authority. 

A few days earlier, a cabinet 
minis ter in Cape Town maHo 
remarkably similar points. But 
it was the black African and 
not hto white counterpart who 
made the assertion: “Ethnicity 
and how to cope with it will he 
the issue for Africa in the 
1990s." 

It is time Africa's leaders in 
the wings brought this concern 
into the open, and moved on 
from the op ening lines of their 
song. 
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From Mr Hartmut Leithe. 

Sir, I was somewhat amazed 
by the statement backing Ber- 
lin as the capital of a united 
Germany made by President 
Richard von Weizsdcker 
(“Block capitals," Observer, 
July 23) alter he was awarded 
the honorary citizenship of 
Greater Berlin recently. 

His feelings seem to be in 
absolute contradiction to the 
attitude of federalists, such as 
myself, in the western and 
southern regions of Germany. 

Berlin has been our capital 
three times: during the Reich 
of Bismarck which ended with 
Versailles; during the Weimar 
Republic, which ended with 
Hitler; and during the Nazi 
period, which ended in disaster 
and dismemberment. Of 
course, it cannot be argued 
that all these dreadful histori- 
cal developments were the 
fault of Berlin, but over the 
past century Berlin has mani- 
festly not provided a positive 
environment for Germany to 
find the the appropriate Zeit- 
geist to meet the political chal- 
lenges of the time. 

During the post-war period 
the division of Berlin gave the 
city great symbolic value as 
the place where both the East- 
West split of the continent and 
the western world's will for 
freedom were most apparent. 
This made Berlin an outstand- 


ing city. As a young man I 
studied in Berlin and met my 
wife there. 1 love the place. 
Berlin’s positive value during 
the last 40 years, however, has 
not ended the memory of the 
negative experiences of the 
previous 7Q. Neither can it 
push aside the very positive 
experience we have had with 
Bonn as capital of the Federal 
Republic since 1949. 

Bonn is not. as some of its 
detractors argue, a rarefied 
town - Bonn represents 
another Germany, namely the 
Federal Republic and we are 
happy with it. 

I nan imagine tha t the whole 

matter to also a sensitive ques- 
tion for our neighbours, who 
might consider the change of 
capital as a change in German 
policy. Although 1 am dis- 
mayed at the lack of under- 
standing for us Germans 
revealed by the recent memo 
to the British Prime Minister 
on the subject, 1 nevertheless 
feel that other countries' views 
should be taken into consider- 
ation. 

Therefore from both the 
domestic and foreign points of 
view, I believe that the capital 
should remain in Bonn. 
Hartmut Leithe, 

Fr&belstrassc 7, 

Erkrath Hachdahl, 
near Dusseldorf, 

West Germany 


A better way of reaching a 
single European currency 




From Mr Ben Patterson MEP. 

Sir. You report my colleague, 
John Stevens MEP, as having 
“attacked proposals by Mr 
John Major, the Chancellor of 
the Exchequer, for a 'hard Ecu’ 
to act as a common E urop ea n 
currency," while giving evi- 
dence to the House of Lords 
(“Brittan attacks worriers," 
July 20). 

It Should be made pImt that 
this to not the official view of 
Conservatives In the European 
Parliament, which adopted a 
policy statement on economic 
and monetary union on July 
10 . 

We see the UK proposals os 
“a method of making the tran- 
sition from national currencies 
to a single currency which 
would avoid economic 
shocks . . .mid enable the Com- 
munity to get used to the Ecu." 
It would specifically take the 


place of the somewhat vague 
Stage 2 of the Defers Plan. 

However, we also believe 
that the UK proposals are 
unlikely to succeed either tech- 
nically or politically unless 
they are seen to be, not a sub- 
stitute for, but a bett er w ay of 
reaching a single currency. If 
the process is left open-ended, 
six or seven EC countries are 
likely to go rapidly with 

the creation of a greater 
D-Mark area. In these dreu in- 
stances, as the Governor of the 
Bank of England pointed out 
during hto recent visit to Stras- 
bourg; “two-speed Europe" can 
turn out to be mere short-hand 
for “two-tier Europe." 

Ben Patterson, 

Chairman. 

European Democratic Group 
working party an EMU, 

Elm Hal House. 

HawkhursU Kent 


From Mr Iain VaOance. 

Sir, I agree entirely with the 
conclusion of your editorial 
comment (“Cross-subsidies on 
phone lines," July 25) - "com- 
petition should be seen as a 
tool for reducing cross-subsi- 
dies” That to precisely what 
British Telecom to arguing for 
and a prerequisite to some 
relief from the regulatory con- 
straints on our tariff structure 
which prevent the bulk of the 
current cross-subsidies from 
being reduced. 

1 agree, too. with the need to 
rigfinw and quantify the cross- 
subsidy with care. It currently 
comes in two forms. The first 
and by far the most significant 
(more than Slbn a year) 
derives from the tariff distor- 
tion between call charges and 
exchange line rentals. Cost 
related tariffs, which you have 
been advocating in the context 
of international calls, could 
eliminate this first form of 
cross-subsidy. 

The second derives from con- 
ditions In our operating licence 
which require us to provide 
certain services, irrespective of 
their underlying economics, 
such as free 999 calls, uneco- 
nomic payphones and rural 
services, and the universal ser- 
vice obligation. 

The Australian “precedent” 
that you quote refers to what 
they q>n their “co mmunity ser- 
vice obligation” - a notori- 
ously difficult thing tO 
If we were to put our UK com- 
munity services out to tender, 
as you suggest, I t hink it 
unlikely we would find many 
bidders. But it Is not these ser- 
vices that are BTs current con- 
cern, rather the major distor- 


tions In tariff structure, which 
are relatively easy to define. 

Filially, I agree that, Oftel 
willing, farther increases In 
line rental charges, should be 
matched by greater cuts in call 
charges than we have deliv- 
ered to date. It may be helpful 
to put this into perspective. 
Assuming the retail price 
index mlniin 4JS price can on 
UK calls and lines remains in 
place, an increase of lOp a day 
on the line side would produce 
an average 30 per cent reduc- 
tion in daytime UK call 
charges. We believe such an 
adjustment would lead to a 
substantial boost in the use of 
the UK telecommunications 
network, to the advantage of 
the UK economy as a whole. 

Mr Pearson (Letters, July 25) 
questions my statement that 
the key players In global tele- 
communications have pro- 
tected domestic markets. All 
other European players have 
domestic monopolies of their 
fixed networks. Non-Japanese 
competition in Japan to mini- 
mal. The maximum foreign 
holding in a US telecommuni- 
cations company using radio 
spectrum to 25 per cent; any 
long dist a nce carrier in the US, 
with a foreign director on its 
board, to classifi ed in regula- 
tory terms as “dominant” . . . 

The UK already has the most 
Open telwwmmnwIffftf lftTuy mar , 
ket in the world. We could cer- 
tainly do with more of it. But, 
if BT to to succeed in world 
markets, regulation, at home 
and abroad, has to be fair. 

Iain Vallance, 

Chairman, 

British Telecom, 

81 Newgate Street, ECl 


Jobs for round or thin graduates 


From Mr James Murphy. 

Sir. According to Richard 
Pearson (Letters July 17) the 
problem with graduate unem- 
ployment is “not with the level 
at which graduates are study- 
ing. ..as with what they are 
taught" Like Michael Prowse 
(“In search of parity of esteem 
for pupils, July 16) and Ken- 
neth Miller (Letters, July 17). 
Mr Pearson sees the solution 
as residing in reforms which 
will produce “broader based 
and more soundly educated 
pupils." 

Assuming that educational 
reform will effect this transfor- 
mation - and not, as the Gov- 


ernment fears, reduce quality 
- Mr Pearson still needs to 
explain how cultivating "more 
rounded” graduates will. In the 
absence of economic growth, 
increase the number of jobs 
which actually require such an 
extensive and expensive educa- 
tion. 

It would Indeed be a pity, If 
the main consequence of fur- 
ther educational upheaval was 
a surplus of round graduates 
rather than a surplus of thin- 
ner types as now. 

James Murphy, 

Department of Educational 
Research, 

UntoersUy of Lancaster 
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MOSCOW TIGHTENS UP ON FOREIGN AID 


Comecon to be hard currency area 


By Quentin Peel in Moscow 


PRESIDENT Mikhail 
Gorbachev has issued a decree 
ordering the Soviet Govern- 
ment to insist on payment for 
exports in hard currency from 
Comecon partners from Janu- 
ary 1. 

Hie decree provides the legal 
basis for a policy decision 
already announced by the 
Soviet authorities, and 
removes any lingering doubt 
that Moscow would go ahead 
with a move which could 
aggravate the balance of pay- 
ments deficits of its one-time 
socialist trading partners. 

The decree also prorides a 
grim warning to developing 
countries such as Cuba, Viet- 
nam and Ethiopia, that in 


future Soviet aid will only be 
granted after taking into 
account the ability to provide 
it 

A cut in foreign aid has been 
announced by Mr Nikolai 
Ryzhkov, the Prime Minister, 
as one way of curbing the bud- 
get deficit when he draws up 
emergency cuts thia p tftumn. 

Mr Gorbachev's decree 
instructs the Council of Minis- 
ters “to ensure a transition as 
of January 1 1991, to the settle- 
ment of accounts with other 
Comecon member states at 
world prices, in freely convert- 
ible currency.” 

The move has been wel- 
comed by Hungary, but other 
Comecon member states, like 


Poland, Czechoslovakia, 
Romania and Bulgaria, are 
more cautious. Although 
Soviet oil and gas exports are 
currently set slightly above the 
world price, the differential is 
much less than that for east 
European manufactured 
exports. The net result would 
almost certainly be substan- 
tially In Moscow's favour. 

However, the Comecon mem- 
ber states aze seeking to keep 
much of their trade on the 
basis of inter-governmental 
agreements, rather than open 
competition with alternative 
suppliers, until their econo- 
mies have had a chance to 
adapt to world market condi- 
tions. 


Soviet analysts meanwhile 
fear that pricing in hard cur- 
rency could actually hit the 
Soviet Union harder because 
the prices of imports from east- 
ern Europe will be kept artifi- 
cially high. 

Mr Gorbachev's decree con- 
cludes with an instruction to 
the central and republican, gov- 
ernments to make “maximum 
use of new forms of economic 
relations with foreign coun- 
tries,” and to ensure that con- 
ditions are created for “wide 
participation of enterprises and 
their associations in foreign 
fl«mrnwin relations." 

Central committee opens press 
centre; Crackdown on Arme- 
nian militant s, page 2 


Colombia receives share of seized drug assets 


By Sarfla Kendall in Bogota 


ANEW agreement between the 
US and Colombia will allow the 
handover of drug-trafficking 
assets confiscated In the US 
with Colombian help. Signed in 
Bogota on Tuesday, the pact 
represents an important step 
forward in bilateral co-opera- 
tion on drugs. 

The Colombian Government 
has been pressing for a share in 
captured assets for some time. 
The memorandum recognises 
that Information is often 
obtained and supplied at con- 
siderable risk to Colombia, and 
says that this should be taken 
into account by the US. 

No figures are mentioned, 
though the US amhm»Mrtnr in 
Bogota referred to “several mil- 
lions” of trafficking-generated 
dollars being returned to Col- 
ombia In the next few months, 
ft is not clear whether proper- 
ties and other assets already 
confiscated are affected. 

The US authorities will 


amount or percent- 
age to be transferred in each 
case, and tiiis will vary accord- 
ing to the degree of Colombian 
collaboration. 

The US Drug Enforcement 
Agency is financed out of sei- 
zures of drug traffickers* assets, 
which last year totalled almost 
$lhn. Large amounts of prop- 
erty - including a pedigree 
horse-stable owned by the 
Ochoa family of Colombia, 
apa rtme nt blocks and farmland 
- have been seized in the US. 
Bank accounts in several states 
have also been confiscated after 
c ourts had established that the 
funds were obtained from traf- 
ficking, and hundreds more 
have been fr oz en for investiga- 
tion. 

Now, when Colombia co-oper- 
ates with evidence or informa- 
tion In such cases, it wfll be 
able to claim some of the prof- 
its , and the money will be 
channelled into the fight 


Colombia's own efforts at 
asset confiscation have had bru- 
ited success. Since last August, 
the police and army have taken 
over hundreds of properties, 
but more than half have 
already been returned by courts 
because of the difficulties (com- 
pounded by pressures on 
Judges) of proving Illicit origin. 

Despite overwhelming evi- 
dence, including cocaine, 
machine-guns and gold bars 
found in hidden bunkers, the 
farms of Gonzalo Rodriguez 
ftarba, TriTipri |gg year in a bat- 
tle with police, have been 
hawdad over to his heirs. The 
co urts found ffia* on the daa+h 

Of a finlnwiMan ritirpn all to ga! 

proceedings automatically 
cease, and it becomes impossi- 
ble to prove the drug connec- 
tion. One outraged army gen- 
eral protested: “We are winning 
the war zmhtarfiy but losing it 
judicially.” 


• Unidentified gunmen mur- 
dered a government representa- 
tive who was investigating the 
massacre of peasants in north- 
on Colombia, police said, AF 
reports. 

The representative, Maria 
Esther Bestrepo, 52, was shot 
dead with a police escort as she 
was leaving her office on Tues- 
day in the northern banana- 
growing region of UrabS, police 
General Octavio Vargas told 
reporters, adding that three 
unidentified gunmen had 


Ms Restrepo, the regional 
a U* nupy-gwip ral _ was investiga- 
ting the massacre this year of 
42 peasants in the northern 
state of Cdrdoba. They had 
been kidnapped from Uraba. 

Right-wing paramilitary 
death squads financed by drug 
traffickers have been impli- 
cated in this and other massa- 
cres. 


New row erupts over Rover Group sale 


By Philip Stephens and Charles Lead beater in London 


A FRESH political row over 
the privatisation of Rover 
Group erupted yesterday with 
the publication of hitherto 
secret assurances about fixture 
financial assistance which the 
UK Government gave British 
Aerospace over its purchase of 
the state-owned car company. 

The House of Commons 
Ttade and Industty Committee, 
dominated by the Conserva- 
tives, said that it intended to 
demand further evidence fol- 
lowing its receipt this week of 
a copy of a letter sent by the 
Department of Trade and 
Industry to BAe at the time of 
the sale in 1988. 

The disclosure of the letter 
came as the aerospace com- 
pany announced that it 
intended to take a case to the 
European Court of Justice to 
challenge the European Com- 
mission’s decision to require 
BAe to repay £44.4m ($80. 8m) 
in state aid which it received 
when it agreed to pay £15Gm 
for Rover. 

BAe said its board’s respon- 
sibility to shareholders left it 
with no option but to challenge 
the decision through legal 
action, even though the Gov- 
ernment had indicated its 


intention to accept it 
The two developments will 
provoke renewed controversy 
over the privatisation, just as 
the Government is facing criti- 
cism for considering privatis- 
ing PowerGen, the electricity 


generator, through a sale to 
industrial 


Hanson, the industrial con- 
glomerate. The Labour Party 
will use the publication of the 
DTI letter to support claims 
that the Government has not 
disclosed the full extent of the 
financial concessions given to 
BAe to assist the Rover deaL 

The letter was sent to Profes- 
sor Roland Smith, chairman of 
British Aerospace, by the DTI 
on behalf of Lord Young, for- 
mer Trade and Industry Secre- 
tary, in July 1988. It stated that 
the Government was obliged 
by its agreement with the Com- 
mission not to offer any fur- 
ther aid to Rover Group. 

It then added: “I wish to 
make it clear that this provi- 
sion does not in any way con- 
strain British Aerospace in 
respect of its non-Rover Group 
businesses from seeking finan- 
cial assitance from the Govern- 
ment — any such application 
would be sympa t hetically con- 
sidered". 


The letter goes on: “The Gov- 
ernment woum take fully into 
account not simply the the 
overall financial position of 
British Aeropace (where thi« is 
appropriate) but also the 
demands placed upon it by the 
performance and obligations of 
the Rover Group business.” 

Using some of the strongest 
language available to a parlia- 
mentary committee, the MPs 
said it was “hot easy for us to 
reconcile ’this letter with the 
evidence we have received” 
from Lord Young and Profes- 
sor Smith. 

The committee was also con- 
cerned to know why the DTI 
had failed to show it the letter 
when other correspondence 
regarding the sale was made 
available to the committee. As 
a result, the MPs haft decided 
to delay publication of its 
report and to seek further evi- 
dence from Lord Young, Mr 

Smifo and from DTI officials 

Ami d anger among Tory as 
well as opposition MBs about 
the way that the information 
had been withheld previously 
from parliament, Mr Gordon 
Brown, the opposition trade 
and industry spokesman, 
demanded an immediate Com- 


mons statement on the Issue 
before Parliament breaks for 
recess today. 

Mr Brown said it was now 
clear that BAe had been 
offend a major additional 
“sweetener” to buy Rover and 
that its existence had been 
withheld from Parliament dur- 
ing the two years it had been 
investigating the sale. 

The letter appears to be a 
direct response to a letter Pro- 
fessor Smith sent Lord Young 
during the Rover negotiations. 
That letter said BAe’s board 
was becoming increasingly 
concerned about relations with 
the Government in both civil 
and military fields. Professor 
Smith said the company’s 
board hoped that if it sanc- 
tioned the Rover deal there 
would be “some demonstrable 
evidence of HMG's responsive- 
ness to that concern.” 

BAe wotzld not divulge 
details of its challenge to the 
European Court. But it is 
understood to focus on the 
£44m in state aid rather than 
the £40m due to be paid back 
relating to the restructuring of 
the Leyiand-Daf commercial 
vehicles operation. 

Toyota enquiry, Page 8 


Iraq, Kuwait to 
hold talks 


Continued from Page 1 
dad to Kuwait City on Tuesday 
by President Hosni Mubarak of 
Egypt, who has attempted to 
mediate in the unequal con- 
frontation between the might 
of Iraq and the wealthy but 
tiny state of Kuwait. “The 
Kuwaitis all looked a bit ash- 
en-faced when Mubarak left,” 
said one diplomat in Kuwait 

Mr Mubarak said last night 
that Kuwaiti and Iraqi repre- 
sentatives would meet in Jed- 
dah on Saturday or Sunday 
and that Mr Saddam had 
agreed not to send further 
forces to the Kuwaiti border 
and to stop media attacks on 
Kuwait from today. 

Kuwait, however, is known 
to be anxious to draw other 
Arab states and the Arab 
League into the negotiations to 
ensure a fair settlement of the 
border dispute. 

Kuwaitis do not believe a 
flili-scale invasion is imminent 
and say Iraq is throwing its 
military weight around to 
extort money from the Gulf 
states in an attempt to rescue 
its debt-burdened economy. 

Washington has warned Iraq 
against military action with a 
series of statements and an 
announcement that a Join t 
naval exercise is underway 
with the UAE. 


Major ignores fall in sterling 
following inflation warnings 


By Anthony Robinson and Andrew Marshall in London 


MR JOHN MAJOR, the British 
Chancellor of the Exchequer, 
yesterday Ignored the pound's 
fell in reaction to his warnings 
an inflation earlier this week 
and welcomed the currency’s 
recent strength. 

He also reconfirmed the Gov- 
ernment’s commitment to 
enter the exchange rate mecha- 
nism (ERM) of the European 
Monetary System. “That rubi- 
con has been crossed,” he told 
a parliamentary committee, 
but declined to be drawn fur- 
ther on either the terms or tim- 
ing of entry. 

The pound has rallied in 
recent weeks on speculation of 
early entry to the ERM, but 
some of the foreign exchange 
market's enthusiasm has 
waned in the past week. 

Sterling closed sharply lower 
yesterday in London at 
DM2BS25, more than two pfen- 
nigs down on Tuesday's dose, 
and 2L8185, more than a cent 
down. 

On its trade weighted index, 
the pound lost 08 to dose at 
92 J9. 

The pound had weakened in 
New York and the Far East on 


Tuesday night, after warnings 
from Mr Major that inflation 
was proving difficult to con- 
tain. 

It changed little in London 
from its opening levels. 

Mr Jim O'Neill, head of 
financial markets research at 
Swiss Bank Corporation, said: 
“The market has got tired of 
hear ing EMS talk. People are 
becoming more sceptical about 
early fulfilment of the Madrid 
conditions in view of inflation, 
and are looking more at the 
fundamentals.” 

There was also growing 
instability in other c m i- Hwritta , 
which had refocused dealers' 
attention, he said. 

Mr Major made it dear that 
although ERM stability had. 
increased, he still saw the pos- 
sibility of realignments, noting 
that the mechanism "doesn't 
have the rigidity that some 
claim.” 

The EMS has been under 
increasi ng pressure in recent 
weeks from the weakness of 
the DM and the Dutch guilder, 
which are humping along the 
bottom of the system, while 
the Spanish peseta Is at the 


top. 

This has raised the possibil- 
ity of another realignment if 
the imbalance does not even 
out 

Mr Major strongly defended 
his evolutionary alternative 
plan for eventual monetary 
union, describing the hard Ecu 
proposal as “the strongest 
counter-inflationary proposal 
yet put before the EG.” 

Fiel d i n g criticism that the 
Ecu proposals were “too little, 
too late” to prevent other EC 
countries from going ahead 
with monetary union on their 
own, be warned again of the 
danger of allowing a two-tier 
Europe to develop. 

“Perhaps we put our propos- 
als forward too soon. Only now 
are some EC countries starting 
to look carefully at the practi- 
cal problems involved in mov- 
ing from stage 1 to stage 3 of 
the Defers report," he said. 
“The debate is just be ginning -” 

He called the Government's 
“brick by brick approach” a 
practical attempt to put flesh 
on stage two ta the Defers com- 
mission report 
Currencies, Page 38 


European 
mergers 
‘may lead to 
damage in 
competition 9 


By Lucy Kellaway 
in Brussels 


THE PROSPECT of the single 
market has led to a rash of 
mergers among Europe’s big 
industrial companies, which In 
some sectors may have dam- 
aged competition, according to 
a European Commission report 
released yesterday. 

The publication of the 1989 
report on competition in the 
Community - which under- 
lines the need to prevent any 
anti-competitive merg- 
ers — as *h«* Commission 
approved a package of legal 
measures needed to establish 
the ECs new merger regula- 
tion by Its September 21 dead- 
line. 

The report voices general 
disapproval of mergers among 
conglomerates which it fears 
may invite stand-off agree- 
ments with other conglomer- 
ates, or encourage predatory 
pricing. 

The Commission said yester- 
day that it would carry out “a 
selective monitoring of merg- 
ers” in the sector under the 
powers to be given it by the 
merger regulation. 

The report also singles out 
the food and drink Industry as 
one in which competition may 
have suffered most because of 
the recen t spate of takeovers. 

It notes that a "close watch” 
will be kept to make sure that 
the need to compete with the 
big US food giants Is not hurt- 
ing competition at home. 
There were 76 big food and 
drink mergers in 1989, most of 
which were cross-border deals 
involving companies with 
turnover of more than Ecu2bn 
(9&52bn) 

Industrial mergers contin- 
ued to get bigger In 1989, 
while the desire to increase 
market share become by far 
the most important motiva- 
tion. However, officials said 
yesterday that the big merger 
boom is subsiding, and that 
the number of big deals thin 
year had dedfaed sharply. 

The report shows that while 
the n umb er of industrial merg- 
ers increa sed in 1989, the 
amount of activity in services 
- especially in the hanking 
sector - and among distribu- 
tion companies feQ. 

The Commission yesterday 
completed the details of 
merger regulation, which 
come into force in two months 
and will give Brussels sole 
power to vet mergers with a 
turnover of more than EcoSbn 
(¥&3bn) Among the points set- 
tled were: 

• Joint ventures will be 
treated under the regulation if 
they result in a new economic 
unit on a lasting basis. By con- 
trast, if they are designed 
mainly to co-ordinate the eco- 
nomic behaviour of two or 
more companies they will be 
dealt with under the general 
competition rules, as at pres- 
ent 

• All large merging compa- 
nies will have to fill in a noti- 
fication form, which has been 
greatly simplified so that com- 
panies need only provide infor- 
mation relevant to their par- 
ticular merger. The 
Commission's competition 
report envisages that some 50 
reports may be submitted each 
year, although officials said 
yesterday that given tine fall to 
merger activity the actual 
number might he closer to 25 
or 30. 

• A task force has been estab- 
lished within the Commis- 
sion's competition department 
to carry out the merger regula- 
tion. It will consist of some 30 
senior officials, many of whom 
have been recruited from 
merger control authorities in 
member states. 

The officials will work in 
three groups each dealing with 
different areas, and will have 
to decide whether to investi- 
gate a merger within a month 
of getting the form, and 
deliver a final verdict within 
four months. 

Mr Colin Overbuy, the pres- 
ent head of the task force, 
expressed confidence that the 
new staff would able to meet 
what others see as an unrealis- 
tically tight timetable, 
t Any “ancillary r e s tr ic ti on*: " 
which accompany most merg- 
ers, such as non-competition 
clauses, are permissible unless 
they amount to restrictive 
agreements, which are not 
allowed under the Treaty of 
Rome. 


Brussels offers flexibility over 
regulations on working hours 
Page 2 
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Hopes deferred 
on sterling 


In terms of the Macblavelli 
theory of currency manage- 
ment, it has been a -worrying 
week for sterling. Last Wednes- 
day it was pushing through 
DM 3; yesterday it was briefly 
below DM 2-93. Last week Mr 
Major was talking the currency 
up; this week he was warning 
against undue optimism on 
infla tion. The markets are to 
tolerant mood, but there is one 
thing they do not want to hear: 
that there has been slippage in 
the timetable for entry into the 
ERM. 

In feet, it seems more a case 
of simple overshoot The ERM 
story had put almost 30 pfen- 
nigs on the sterling /D-Mark 
rate since early May. This far 
ahead of entry it cannot matter 
greatly to the Government 
whether today's rate is DM 2J0 
or DM 3, except insofar as the 
higher number has a tighten- 
ing effect on policy. It was 
scarcely possible for Mr Major 
to keep feeding the market 
with an ERM story every time 
he spoke; but if sterling shows 
signs of undue weakening, 
some further story can doubt- 
less be contrived. 

Th aflftiHnw, , there has been a 
marked strengthening of the 
D-Mark ever since Mr Green- 
span announced the Fed was 
easing a fortnight ago. At that 
point, the D-Mark on a trade- 
weighted basis was at its low- 
est point this year; it has been 
climbing ever since. That 
apart, the chief threat for ster- 
ling will come if the markets 
have talked themselves into 
the belief that ERM entry is 
coming in weeks rather than 
months. Entry before the year 
end still looks the best bet; but 
it is increasingly difficult to 
see how it can come before 
mid-October at the earliest. 


Lasmo 


Share price relative to the 

FT~A 09 4 Gas Index 


200 



trust industry's capital gains 
tax exemption, gave life Jnsut 
ers every reasofr to park 
chunks of their life fUmfe-te 1 
their unit funds. It is only the 
Revenue’s decision to close' 
loophole in 1991 which is. 
prompting life companies to 
tnira thairmoney ont again. 

It is doubtful if all the £2fftm 

which life assura nce' co aiitar 
uies have in Unit' trusts will 
now flow into direct equities. 1 
This is parity because toe lax 
benefits of such a switch apply 
only to relatively passively 
managed portions of the life 
fund; and partly because, a 
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average rating. But as Lasmo 
itself points out, the business 
is run cm a tong-term b as i s. 
Though an oil price per barrel 
of $19-plus is obviously excel- 
lent news, all Lasmo’s develop- 
ments are planned on the basis 
of making a profit at $151. Inves- 
tors are never as prudent as 
that, but they should be wary 
of pushing toe shares much 
higher at tins stage, given the 
continuing volatility of Opec. 


trusts could be costly 'in 
a dminist rative terms. But as ' 
next year's tax computations 
get closer, the ETTA'S monthly 
figures can be expected to con- 
tinue Looking unhealthy. -> 


Defence 


The UK defence review 
brings little for defence stocks 
except confirmation of gfoom. 
There are few details on pro- 
grammes as opposed to man- 
ning levels, though the news 
seems worse than expected for 
the army, mixed for' toe air 
force and better — submarines 


perhaps excepted - for the 
- likelihood is that 


navy. The 


bad news wfll come through 
! public 


Lasmo 

Contemplating Lasmo’s 
interim figures yesterday, its 
strong cash flow, its low gear- 
ing, and its prospects of dou- 
bling its oil production by toe 
mid-nineties, it is hard to think 
hark to a time when British 
Gas thought it could scoop the 
company up with a hostile 
raid. It would not do, though, 
to keep ramping Lasmo’s stock 
up, after 18 months in which ft - 
has outperformed the oils sec- 
tor more or less continuously. 
Though toere are as many net 
asset value estimates as there 
are brokers, the average esti- 
mate of between 350p and 400p 
leaves Lasmo’s shares at 445p 
on an unusually high pre- 

HIE DHL 

The strength of Lasmo’s 
management and the wide geo- 
graphic sprea d of its drifting 
programme justify an above- 


bit by bit, or escape pub! 
notice entirely; for instance, in 
foe reduction of the £L6bn or 
so of current expenditure cm 
research and development pro- 
jects. Immediate cancellation 
might mean compensation for 
the companies affected; more 
likely is a gradual withdrawal, 
whereby the burden of ration- 
alisation is borne by the 
Jrfmiy industry itartf . 


Unit trusts 


By pulling £243m out of their 
in-house unit trusts in June, 
Allied Dunbar and Standard 
Life have done more than just 
mess up the UnftTrustAssod* 
ation’s monthly sales figures. 
The scale of the outflow also 
usefully demonstrates, first, 
the extent to which an uneven 
UK tax regime has distorted 
flows of savings; and second, 
the merits of the Inland Reve- 
nue’s much-maligned plans far 
reforming life assurance taxa- 
tion. Historically, the unit 


•Misys 

The recent history of Mfcys 
says a let .-about the growing 
problems, of the UK computer 
. services _ industry and evfta 
more about why the business 
is a minefield tor acquisitive 
companies. Mlsys, one of a 
growing number of mlnieotfcv 
glomerates run by ex-Hanson 
personnel, came to toe market 
in 1987 capitalised at £8m_ ft 
seemed destined to weave the 
Hanson magic in one of the 
country's most fragmented 
industries, where entrepre- 
neurs often seem feu: more 
interested in big bytes than Mg 
bucks. 

At first all seemed to gp weftE. 
After a string of acquisitions; 
bfisys’ capitalisation had risen 
to £135m a year ago and its' 
shares were sefting- on 20 tones 
earning s. One -year on and. 
another £50m of acquisitions 
later, the group is valued at 
£54m and its shares are selling 
at 7.4 times earnings. Turnover 
has trebled, pre-tax .profits 
have doubled and earnings per 
share are up just 3 per cent - 
Given that this was a company 
whose earnings had been grow- 
ing at -over 60 per cent per 
annum since c oming to marke t 
and were supposed to grow by 
another 35 per cent this year, 
the market* s disappointment is 
understandable. This year prof- 
its will be lucky not to faR- 
. The fruit-growing computer 
services industry has been 
amongst the hardest hit by the 
squeeze on capital spending. 
While Mlsys has not suffered 
from the cost overr un s which 
have bedevilled some competi- 
tors, it cannot escape from the 
sharp slowdown in business. 
Meanwhile, its depressed rat- 
ing means that it can no longer 
afford the luxury of buying 
growth either. 
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In the current business 
climate, there are three 
important issues. 

Cashflow, cashflow and 
cashflow. 


Vatistiesi 


• =\t 


With high interest rates, an increase in late payment, a nd toe 
ever present need to build your company, it’s hard for a* 

businessman to think of anything else. 

pie business may be a great success, but solutionsto improve 3 
cashflow are still urgently called for. . .. 

each one) 1 ** Why We ° ffer seven Particular- (And specialists in . 


r-i 


So if your business would benefit from improved cashflow, 
then contact us. ' * ■ ■ .. - 


r ~r — — - 


i 


Send to: Royscot Cashflow Initiative, Birdm Comt, 
Bircfam Lane, London EC3V9DJ. 

Td like to make my cashflow even better. 

Name 


I Roy Scot Firii 

mce G. 

roup I 
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You’D find speed, efficiency .and an obsession with the ■ 
subject. In a way that’s tailored to help you, you, you. • 

ITS OUR BUSINESS TO HELP YOUR BUSINESSXjROW; 
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INSIDE 


Du Pont hit by weak 
chemicals sector 

Socond<|uaitar nrdnyc slipped 3 per cent at 
Du Pont the largest US chemicals company, 
rah noting the weakness of the world chemicals 
sector. Earnings per share, however, Improved 
to Si 02 from SI last year, thanks to fewer 
shares outstanding in (he latest quarter. 
Recently, Du Ports rivals Dow Chemical and 
Union Carbide unveiled earnings down SO per 
cant and 38 per cent respectively. Unlike Du 
Pam, they had large exposures to the volatile 
commodity chemicals business. Page 22 


Morgan QranfaH In Now York link 

Morgan Grenfell, the 
merchant bank owned 
by Deutsche Bank, is 
teaming up with a New 
York firm, Gleacher & 

Co, to form a joint com- 
pany specialising In 

International mergers 
and acquisitions, and 
corporate advisory ser- 
vices. John Craven (left). 
Morgan Grenfell's chief 
executive says better US 
representation will allow his bank to handle 
top class US deals. The joint venture, called 
Gleacher Morgan Grenfell, will be based in 
Now York. Page 24 


Junk p ort fo lio sold 

Columbia Savings & Loan, the California thrift 
which Is Insolvent because of 51 bn in losses 
and market declines (n (fto value of its junk 
bonds in recent months, yesterday agreed to 
sell its junk portfolio for $3bn to Gordon Amer- 
ica L.P. The sale, subject to corporate and reg- 
ulatory approvals, proves there are buyers 
available lor high-yield bonds. This Is crucial 
lor other thrifts which have been ordered by 
the US Government to sell their high-yield 
holdings by 1994. Page 24 
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Margaret Thatcher has 
managed to dent the 
Hong Kong stock mar- 
ket's bull run with her 
decision to give a new 
job to Francis Maude, 
the minister with special 
responsibility tor the col- 
ony. The local Hang 
Seng index, which fell 
64.02 points on Tuesday, 
came back by 24.67 
points yesterday to 
3,520.64, mainly because China's leaders were 
being nice to Mr Maude but also because Wall 
Street had begun to improve. Back page 


Commerzbank cries foul 

Waiter Seipp, chief executive of Commerzbank, 
West Germany’s third largest commercial 
bank, yesterday complained of "competitive 
distortions" in East Germany because of the 
introduction of western-style banking. Com- 
merzbank's bigger rivals, Deutsche Bank and 
Dresdnsr Bank, which have both formed joint 
ventures with Deutsche Kreditbank, the com- 
mercial banking arm of the former state 
monopoly, had two weeks' extra notice con- 
cerning liquidity loans for East German compa- 
nies, Mr Seipp claimed. Page 20 
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Swiss bank opposes bid for Suchard 


By WMIam DulHorce in Genov 

BANK VONTOBEL. one of 
Switzerland's leading private 
banks, yesterday recommended 
Jacobs Su char d 's public share- 
holders to reject a takeover bid 
worth SPr3.67t>n ($2.64bn) from 
Philip Morris of the US. 

Philip Morris needed a major- 
tty stoke of 80 per cent in the 
Swiss chocolate and coffee group, 
to be able to take advantage of 
the opportunities to r tax savings 
provided under US fiscal law. 
Bank Vontobel said. 

But the deal with Mr Klaus 
Jacobs, Suchard "s majority share- 
holder - and the snbsequcnt 


transaction by which Kraft Gen- 
eral Foods, Philip Morris's whol- 
ly-owned subsidiary, will acquire 
100,000 disposable Suchard bearer 
shares - would leave the US 
group with an uquity stake of 38.5 
per cent and a voting stake of 
6-L5 per cent. 

So It was "very probable” that, 
if Philip Morris's bid to the 
minority shareholders was not 
accepted, it would be forced to 
raise its oiler, the Zurich-based 
bank said. 

The bid was equivalent to a 
price -earnings ratio of 15 times 
estimated 1990 earnings. Bank 


Vontobel's analysts considered 
this was Inadequate, especially 
when compared with other take- 
over prices in the foods sector. 

Kraft paid SFriM6bn lor Col- 
ima, the holding company 
through which Mr Jacobs con- 
trolled the Swiss group. This cor- 
responded to a purchase price of 
SFr3,645 per registered share or a 
120 per cent premium over the 
price now being offered to the 
minority shareholders. 

Through Colima, Kraft is now 
proposing to pay them SFrl.660 
per registered share, SFr8.50Q per 
bearer share and SET758 per par- 


ticipation with extra payments 
for the warrants on the participa- 
tion certificates. 

Kraft's offer, worth SFr3.67bn, 
came Into effect yesterday and is 
valid until midday on September 
3. 

The total price of SFr6.84bn 
represented a P/E ratio of 172 
ami could only be described as 
very low. Bank Vontobel said. 
The valuation did not sufficiently 
reflect the group's long-term posi- 
tive outlook, its outstanding 
brand na me* and its strong mar- 
ket positions. 

The reaction of US investors 


showed how cheap the price was 
from Philip Morris’s point of 
view. Albeit in a slightly bettor 
market, the price of Philip Morris 
shares had risen 12 per cent since 
the announcement of its bid for 
Suchard, whereas, usually in the 
US, the stock market price of the 
bidding company fails somewhat 
Assessing public shareholders' 
risks in not accepting the offer. 
Bank Vontobel said that, should 
Philip Morris be satisfied with 
less than 80 per cent, sharehold- 
ers would still benefit from the 
positive outlook for the new 
Suchard. 


The increasingly unreal 
world of US real estate 


Alan Friedman looks at a crisis in commercial property 



nessmen in the US. Comparisons 


A LVIN Dworman Is one of 
the most discreet yet 
most influential movers 
and shakers in US commercial 
property. 

His privately held company - 
Adco - controls SSJSbn of assets 
in property, banks and financial 
services around the US. It acts 
not only as a property developer, 
manager and Investor, but also 
as a financier for US and foreign 
companies involved in the sector. 

The views of Mr Dworman, a 
soft-spoken tycoon whose Man- 
hattan skyscraper overlooks the 
Rockefeller Center and Fifth Ave- 
nue, are thus emblematic of the 
heavy hitters of American prop- 
erty: And Mr Dwormon's views 
are not encouraging. 

He takes out a pad of paper 
and draws a map of Manhattan. 
At the lower end of the rectangle 
he scrawls a large X. "Downtown 
is dead and getting worse. Finan- 
cial institutions, real estate 
linns, insurance companies and 
such arc a disaster. Z think it's 
going to get worse and could take 
four to five years to recover." 

Property agents' figures back 
Mr Dwormon’s picture. For exam- 
ple, prime Manhattan office 
space, which rented out at $40 
per sq ft at the end of 1989, went 
for an average of just under $34 
per sq ft last month. In Boston 
prime space took in about $39 per 
sq ft at the end of last year and is 
now valued at $35. 

Looking at the broader 
national picture, Mr Dworman 
says that the property crisis 
which began earlier this year in 
New England "is now flowing 
right down the East Coast” He 
speaks of a few areas of the coun- 
try where the commercial and 
residential p r operty markets are 
still holding np - most notably 
in northern California - and 
then gives his overall verdict 
“I would say that if you think 
of US real estate as a commodity 
then the price Is going to be 
down for the next two-and-a-half 
years. X think it will eventually 
come back because interest rates 
will go down due to the impend- 
ing recession." 

This grim perspective on the 
property crisis that is spreading 
across America is shared, at least 
in private, by some of the most 
senior bankers, lawyers and busi- 


are made between the current 
slump in property and the crunch 
that occurred in the mid-1970s. 
The consensus view is that this 
malaise will easily rival the prob- 
lems of 15 years ago, with no 
early prospects for an upturn. 

Figures compiled by The Office 
Network, a Houston-based prop- 
erty research group, show that 
since 1981 average US vacancy 
rates in existing buildings have 
increased dramatically. After a 
brief decline In 1987, vacancies 
continued their sharp rise. 

A recent survey of 400 US prop- 
erty executives by Ernst & Young 
revealed the shared expectation 
that the commercial market will 
remain weak for the next five 


v.. Alim -"..Ama a 

years. This outlook has strong 
implications for the lending gnd 
investment patterns of the finan- 
rfal community. 

That property woes will hit the 
banks is already obvious, 
whether one thinks of the 
savings and loan crisis or the 
sharp increases in second-quarter 
credit losses and non-performing 
Viana announced this month by 
big institutions such as Citicorp 
and Chase Manhattan. The prop- 
erty crisis is becoming the most 
important problem for American 
banks in the 1990s just as Third 
World sovereign debt was during 
the past decade. 

The majority of executives sur- 
veyed by Ernst & Young believe 
that available capital for property 
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investment and development will 
continue to decline. Mr Mike 
Evans, director of Ernst & 
Young’s property advisory ser- 
vice, Bays tn«fr building Iw dn atr y 
"has never experienced such a 
drastic reduction of capital.” 

Survey respondents said that 
oveitomtittng in recent years was 
the factor likely to have the most 
enduring impact on commercial 
prqperly In the first half of the 
1990s. 

The only good news is that 
American property is now a vast 
and varied buyer’s market. 
Rarely has there been such an 
opportune time for contrarians, 
bargain hunters and investors 
with c a sh to snare. 

Distressed and restructured 


properties abound, as do the 
seized property holdings that are 
being auctioned off by the Reso- 
lution Trust Corporation (RTQ, 
the federal agency that Is trying 
to clean up the mess left behind 
by the savings and loan scandal 
The auctions by RTC are a dou- 
ble-edged sword - they could fur- 
ther depress prices by placing 
more supply on a market already 
suffering from a glut, but will at 
the Hmp offer bargains to 
buyers. 

The residential market is not 
in much better shape than the 
commercial sector. Ms Barbara 
Corcoran, one of New York's 
leading residential brokers, says 
there are currently 14,000 listings 
on the Manhattan market, 
against a normal average of 
about 9,000. 

While the property slump is 
becoming a nationwide syn- 
drome, not all parts of the US are 
suffering. The East Coast and the 
Southwest remain the hardest 
hit, but sections of the Midwest 
and of the Pacific Northwest are 

hntrting up. 

The overall message from both 
bankers commercial and resi- 
dential property players is thus a 
mixture of gloom for those with 
substantial holdings and cheer 
for liquid investors willing to 
tain* a longer view view. 

Some brokers and developers 
may say that prices are now near 
the cyclical low, but top hankara 
such as Mr Thomas Jones of Chi- 
bank are not even willing to 
assert that the market ha« bot- 
tomed oat. 

In addition, the implications of 
the shattered property market go 
beyond the sector. They affect 
not just hanking , but also cause 
problems for other sectors such 
as the chemicals industry, which 
relies on housing as a key con- 
sumer along with the automotive 
sector. 

As a barometer of the overall 
US economy, property clearly 
provides ammunition for the 
more pessimistic forecasters. But 
regardless of the depth or 
breadth of recession in various 
US manufacturing and service 
sectors, the consensus on prop- 
erty is that conditions are likely 
to get worse before they improve. 
Additional research by Rroka 
Nachoma. 


BA wins 
clearance 
for Sabena 
venture 

By Paul Abrahams in London 

BRITISH AIRWAYS, the leading 
UK carrier, yesterday received 
clearance from the UK Monopo- 
lies and Mergers Commission to 
take a 20 per cent stake in 
Sabena World Airlines, Its joint 
venture with Sabena, the Belgian 
airline, »wi KLM Royal Dutch 
Airlines, 

The Monopolies Commission’s 
decision yesterday that it was 
not against the public Interest 
for BA to make a £34m ($6ZJSm) 
Investment In SWA came as no 
surprise. Mr Michael Bishop, 

phalmafl gf British MlHlaml Air . 

ways and one of the deal's most 
vociferous opponents, admitted 
last month that the Monopolies 
Commission was unlikely to 
oppose the joint venture because 
of the limited scope of the 
inquiry. 

The terms of reference of the 
investigation were limited to the 
effects of the joint venture on 
traffic between the UK and Brus- 
sels Zaventem Airport. Officials 
had expressed concern that BA 
anrf Sabena together haw*Hw 70 
per cent of the 125m passengers 
travelling between the two coun- 
tries each year. 

However, the Monopolies Com- 
mission decided the benefits to 
the consumer of the creation of a 
hub and spoke feeder operation 
at Brussels* Zaventem airport 
linking mm* than 75 European 
airports outweighed any possible 
reduction in competition. 

The Monopolies Commission's 
past record of investigations into 
UK airline mergers has not been 
particularly aggressive. After 
BA’s acquisition of its smaller 
rival British Caledonian In 1987, 
it was left to the European Com- 
mission to force BA to cede 
routes to other airlines. 

Last mouth the European Com- 
missi cm sent the three »winwt a 
formal statement of objection as 
well as a 30-page document 
Which laid out its main pninte flf 
concern about the deaL The 
points of concern are understood 
to have included: 

•The effect on competition of 
BA's links with Sabena on the 
London Heathrow-Brussels 
route. This was the main focus of 
the Monopolies Commission 
report; 

•The danger of Sabena dnmhmfr 
ing Brussels' Zaventem airport; 
•Whether it is in the interests 
of competition and appropriate 
for BA and KLM to take a stake 
in SWA; 

• The potential monopoly that 
KLM might enjoy on air travel in 
the Benelux region. 

The airlines have until the end 
of the August to respond to the 
letter of objection. 

BA rejects Air Jamaica deal. 
Page 20 


$400m charge for job cuts 
gives Digital quarterly loss 

By Louise Kehoe 


DIGITAL Equipment reported its 
first ever quarterly loss yester- 
day, after taking a $400m charge 
to cover the costs of job cuts and 
consolidation of factories. 

The company said it would 
eliminate 5,000 to 6,000 Jobs 
through voluntary departures. 
Digital currently employs about 
124,000 people world wide. It 
retains its ’“no-layoffs” policy. 

For the fourth quarter, the 
company reported a loss of 
$256. 7m or $2.21 per share after 
the restructuring charge. In the 
same period last year, Digital had 
net income of $313 .2m or $261 per 
share. Quarterly operating reve- 
nues fell four per emit to $337bn 
from $3.49tm in the final quarter 
of fiscal 1989. 

"Operating results for our 
fourth quarter and 1990 fiscal 
year reflect the continuing eco- 
nomic slowdown that affects both 


US and several other markets,” 
said Mr John F. Smith, senior 
vice president of operations. 

The fourth quarter results 
were for short of analysts' projec- 
tions. 

Digital, the world's second-larg- 
est computer manufacturer, has 
been und e r increasing pressure 
from investors to cut costs as its 
profit margins have slipped and 
revenues flattened over the past 
two years. 

Year-end results, which incor- 
porated a |i50m third quarter 
charge for severance pay costs as 
well as the fourth quarter $400m 
charge, left Digital with net 
income of $74.4m or 59 cents per 
share, down from $L07bn or $8.45 
share last year. Analysts had 
n projecting earnings per 
share of $7.53 for the year. 

Total operating revenues for 
the year were $i£94bn, up 2 per 


cent from $l2.74bn In the previ- 
ous fiscal year. 

"Increasing profit is the most 
Important challenge the company 
fares,” said Mr Smith. “We are' 
not satisfied with our operating 
results and will continue focus- 
ing on revenue growth and 
reducing our cost structure." 

The cuts announced yesterday 
appear to be a compromise 
between Mr Kenneth Olsen, Digi- 
tal’s founder and president, who 
has been reluctant to axe jobs, 
and Mr John Smith, the com- 
pany’s number two executive, 
who reportedly called for mare 
extensive cuts. 

Wall Street reacted positively 
to the announcement Di gital had 
"bitten the bullet,” said one ana- 
lyst The stock opened up % at 
$75% after closing on Tuesday at 
a six month low. At midday the 
stock price stood at $76%. 



Aegis purchases Media Holdings 


By David Churchill In London 

AEGIS, the media planning and 
buying business, is strengthening 
its European position with the 
proposed acquisition of Media 
Holdings International, Scandina- 
via’s largest media buying com- 
pany. 

The purchase - for an Initial 
£93m (Si63m) - Is aimed at tak- 
ing advantage of the imminent 
deregulation of Scandinavian 
television and gaining access to 
clients such as Electrolux and 
Volvo. 

MHt had gross billings last 
year of £2S0m and has operations 
in Sweden. Norway, Denmark 
and Finland. Its pre-tax profit for 
the financial year ending Decem- 
ber 31 was £2.6m. 

Under the terms of the offer. 
Aegis is paying an initial £93m 
for Agda Holdings, the Swiss 
bolding company of MHL A fur- 
ther £4£m may be payable in 


cash depending on performance 
over the three years to 31 Decem- 
ber 1992. 

The acquisition was announced 
yesterday at the same time as 
Aegis published its first set of 
interim financial results, for the 
six months ended June 30, «in«» 
changing Its name earlier this 
year from the WCRS group. Pre- 
tax profits were up 58 per cent to 
£34.6m on turnover of £764. 67m. 

This name change reflected the 
switch in emphasis In the group’s 
activities from being a full-ser- 
vice advertising agency, seeking 
to compete world-wide with 
adve rtising giants such as the 
WPP Group or Saatchl and Saat- 
chl, into a media planning and 
buying group. 

This followed its acquisition of 
the French madia buyer Carat 
last year. Media buying, the pur- 
chase of advertising space in pub- 


lications and on television, la 
increasingly carried out by speci- 
alised agencies operating for 
advertisers or creative agencies. 

Carat is Europe's largest such 
media buyer and the addition of 
MHI will give the company 
access to northern European 
markets. The company is also 
benefiting from the expansion of 
television In the UK, Spain, and 
West Germany - either broad- 
cast or by cable or satellite - as 
well as new print media. 

Mr Peter Scott, Aegis's chair- 
man and chief executive, said 
yesterday that the strength of the 
company was the spread of Its 
operations across Europe. 
Although the UK market for 
advertising was looking sluggish, 
he said, most continental Euro- 
pean economies were growing at 
a faster rate than in the UK. 
Details, Page 25 


ASSOCIATED 
FRESH FOODS 
LIMITED 

Preliminary Results For The Year Ended 
28th April 1990 




AFF continues to capitalise on its position as a 
leading UK fresh food manufacturer and distributor. 

Operating profit up 13% to £11.0 million on turnover 
up 15% to £164 million. 

Two distinct trading divisions have been established. 


associated" the su PP*y 0 ^ resh milk for the doorstep 

ioares >» the north of England and to national 
retail outlets. 


cravendale “ the supply and distribution of dairy and 
ifoobs f°°d products to the retail, wholesale 
and catering trades. 


Extracts From Chairman's Statement 

"We have achieved consistent profit growth since the MBO 
in 1987. A clear strategy for the future is being implemented 
enabling us to have considerable confidence in our 
prospects. The established and successful fresh milk business 
is well complemented by the developing food business , 
where significant growth is expected. Lazard Brothers , the 
Company* s financial adviser, is reviewing the options now 
open to Associated Fresh Foods , and our outline plan is to 
bring the Company to the market in 1991." 

Harry Lavery, Chairman 

The preliminary results are unaudited. The Annual Report and Accounts 
will be available in dne couse from the Company Secretary 
Associated Fresh Foods Limited. Craven House, Kirkstall Road. Leeds LS3 ije 
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Berisford abandons property talks 


By Clare Pearson In London 

BERISFORD International, the 
British Sugar owner which has 
put all its assets up for sale, 
yesterday said it had aban- 
doned negotiations to sell its 
UK property arm to manage- 
ment 

The plans have been termi- 
nated after more than six 
months of talks with Mr Cyril 
Dennis, chief executive of 
Berisford Property UK who 
also owns 20 per cent of its 
shares. 

Mr John Sciater, Berisford’s 
chairman, nevertheless 
claimed yesterday that Beris- 
ford was making “good prog- 
ress with its restructuring pro- 
gramme." He said it had 
completed the sale of the 
assets of NGI, a New York jew- 
ellery manufacturer, for about 
$29m (E16m). 

Berisford said earlier this 
month that it would consider 


Fiat Group 
expects flat 
net profits 


FIAT GROUP, the Italian 
vehicle maker and Italy's larg- 
est private-sector industrial 
group, expects flat 1990 net 
proofs and says its gross oper- 
ating profit fell by about 8 per 
cent in the first five months of 
the year, to L2,186bn 
(US$1.83bn) from L2,3S4bn in 
the comparable period of 1989, 
Reuter reports. 

Fiat told analysts in Italy 
this week it forecast a full-year 
consolidated net profit basi- 
cally in line with 1989’s 
L3£10bn. 

Fiat’s share price has fenan 
since Mr Giovanni Agnelli, 
chairman told shareholders at 
the annual meeting in June 
that 1990 profit growth, would 
be slower than in previous 
years. Fiat ordinary shares 
dropped L6 per cent on Tues- 
day and slipped a further L15 
ra Wednesday to L8J40. 

Fiat expects to make a spe- 
cial provision of LSOOhn this 
year Car potential losses Gram 
its operations in Brazil 

Fiat officials told analysts 
that turnover in the first five 
months rose by 1&5 per cent to 
L25,172bn, from L22,163bn in 
the same period of 1989. 

Fiat still expects to reach its 
1990 turnover target of about 
L63,000bn, 19 from L52,020bn. 


the sale of all parts of its busi- 
ness, in the face of financial 
problems triggered by heavy 
borrowings and large provi- 
sions against an ill-fated ven- 
ture into property in New 
York. 

Disposal of the UK proper- 
ties would, however, make lit 
tie impression on Berisford’s 
balance sheet. Along with 
results for the six months to 
end-March, the company this 
month disclosed total net debt 
of £L25bn- 

Berlsford Property UK is 
thought to have accounted for 
between £150m ami £200m of 
the borrowings. 

Yesterday, Berisford was 
presenting the decision to end 
the discussions as an amicable 
change of plan, rather thaw 
arising from a broad disagree- 
ment over terms. 

It the management team 


had failed to meet certain 
“technical" objectives asked of 
it Such objectives included 
insurance relating to the finan- 
cing. 

Berisford said it was now 
"actively pursuing, with the 
assistance of the chtaf execu- 
tive . . . and the management 
team, other opportunities in 
relation to this business.” It 
claimed that a number of other 
parties had expressed interest 
in all or some of the UK prop- 
erties. 

Berisford made a £Ji5m pro- 
vision against UK properties in 
its half-yearly results, report- 
ing a divisional loss after inter- 
est of £108m, firm a profit of 
£&3m in the same period last 
year. 

Numbering about 40, the 
properties span the Midlands. 
East Anglia, Edinburgh and 
L on don. Earlier this year, the 


former Unigate headquarters 
in Western Avenue, west Lon- 
don, was acquired. 

Berisford is retaining the 
name of the New York jewel- 
lery business NGI which it 
acquired in 1985. This is in 
order to pursue a legal action 
in which the company has 
been embroiled, relating to a 
dispute over a quantity of gold. 

Associated British Foods, the 
milling and baking group, said 
on July 8 it had notified the 
Office of Fair Trading that it 
was considering an offer for 
British Sugar, the dominant 
part of Berisford. However, 
ABF has had no talks with 
Berisford since it made that 
announcement 

Berisford omitted its interim 
dividend and reported a loss, 
after extraordinary provisions 
and writeoffs, of £I445m for 
the interim period. 


BA rejects Air Jamaica deal 


By Canute James in Kingston 

BRITISH AIRWAYS has turned 
down an offer to buy into 
financially troubled Air 
Jamaica, the island’s state- 
owned carrier. 

Company and government 1 
officials said BA had been 
offered as much as a 35 per i 
stake in Air Jamaica, at a cost 
of about US$54m, but that the ! 
British flirifm* it re iiM not 1 
entertain the offer. j 

The Jamaican carrier has I 
been seeking a foreign partner j 
to help stabilise its operations. < 
Air Canada is said to have « 


been approached also, but offi- 
cials said they could not com- 
ment on these negotiations. 

Mr Robert Pickersgffi, 
Jamaica’s transport minister, 
said the British Airways reac- 
tion to the offer "has not been 
good up to this time. 1 * 

The Jamaican airline, which 
fltag routes linking the inland 
to the US and Canada with a 
fleet of four Airbus ASOOs and 
four Boeing 727s, has been los- 
ing money and has had to 
depend on go v er nm ent finan- 


Success for Akbank issue 


By Jim Bodgener in Ankara 

AKBANK, Turkey’s leading 
private retail bank, was head- 
ing towards a sell-out yester- 
day of the TL600hn (9224m) ini- 
tial public offering of 5 per cent 
of its shares. 

As a result, the institution's 
listing today an the Istanbul 
stock exchange will give it the 
largest capitalisation of any 
publicly-quoted Turkish bank. 

"This is the largest share 
Issue to the Turkish public 
ever made in three days,” said 
Mr Erol Sabanci, Akbank's 
deputy chairman and manag- 
ing director, yesterday. 

From Monday until it dosed 


yesterday, around 40,000 Turks 
bought four-fifths of the issue 
at TL12JXX) per share over the 
counters of Akbank’s 619 
branches. 

An agreement to underwrite 
and to market overseas the 
remaining one-fifth of the 
shares an offer - worth about 
$46m was signed in Paris yes- 
terday morning by a group of 
foreign institutions led by Ban- 
que Indosuez and including 
Morgan Stanley, Salomon 
Brothers, and Nomura Securi- 
ties. The shares will be sold 
overseas at the equivalent of 
the Tu rkish prim*. 


It recorded a US$19m loss 
last year, bringing accumu- 
lated losses to US$38m. 

The Government, which has 
provided support this year of 
about US$14m, is unlikely to 
contribute any more as it is 
aiming to CUt its fiscal deficit 
to meet conditions agreed with 
♦he IMF for a m ment credit 

However, Mr Mike Fennel, 
Air Jamaica's president, said 
the company should record an 
operating^) roflt of J$56m 

Accor director for 
Wagons-Lits 

The board of Wagons-Lits, the 
Belgian travel and tourism 
group, has elected Mr Robert 
Zoladz, development director of 
the French hotel group Accor, 
as one of tiiree joint manag in g 
directors, Reuter reports. 

Mr Zoladz will head Wag- 
ans-Lits along with Mr Pierre 
Bellon, the chairman of French 
catering group Sodexho and Mr 
Francois Boyaux, the chairman 
of Wagons-Lits’ 78 per cent- 
owned hotel unit PLM. 

Mr Zoladz’s nomination 
reflects a strengthening of 
Accor’s rale in the group, a 
source close to Wagons-Lits 
said. 


GULF INTERNATIONAL BANK B.S.C. 

1990 HALF-YEAR RESULTS 

Improved 

half-year performance 



FINANCIAL SUMMARY (UNAUDITED) 


Net interest and fee revenue 
Other net operating income 
Net interest, fees and other 
operating income 

Total expenses 

Net income before tax 

Overseas tax 

Net income after tax 


6 months to 
30th June 1990 
USS'OOO 

39,306 

19,044 


58,350 

25,467 

32.883 


32,471 


6 months to 
30th June 1989 
US S'QOO 

36,791 

17,984 


54,775 

25,530 

29,245 

1,142 

28,103 


Gulf International Bank B.S.G reports a profit after provisions and tax of 
US $32-5 million for the half year to 30th June 1990, a 15.5 per cent increase compared 
with the same period last year and representing a return on shareholders' equity at 
30th June 1990 of 15 per cent. 

This improved performance is attributable to increases in both interest and non- 
interest earnings with expenses being contained at the same level as the corresponding 
period in 1989. 

At 30tfi June 1990, total assets were US$9.9 billion compared to US$9.6 billion 
at the 1989 half-year end. Asset growth was attributable to increases in both net loan 
and marketable securities volumes. 

Shareholders' equity amounted to US$425.0 million. "Our J 

capital adequacy position is satisfactory: At the half-year end, / fifth s I 1""^ 
our risk asset ratio was within the guidelines of the Bank for [( ( | JAg I W 

International Settlements (BIS) and the draft guidelines of the 1 | J 

Bahrain Monetary Agency" said Ghazi Abduklawad, General 

Manager: GuffWemafiondBarkssc. 
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NEWS IN BRIEF 


Hachette to 
keep US 
magazine 

HACHETTE Publications, US 
unit of the French publishing 
groqp, will retain its Woman’s 
Day magariiip because the auc- 
tion to sell the magazine 
attracted bids which did not 
reflect its true worth. Agencies 
report 

Hachette said it was not in 
its best interest nor in the 
magazine’s to the publica- 
tion. Instead it said it would 
Invest in the magazine to 

marntam its maricet leadership 

in the 1990s. 

■ Profits at Cr&it Suisse, the 
Swiss bank, were lower in the 
first half of 1990 than a year 
wn-ligr despite a good second 
quarter, parent company CS 
Holding said. 

After a poor first quarter, 
performance improved in the 
second three-months, but did 
not reach last year’s level. 
Creit Suisse gave no profit fig- 
ures, but said its balance sheet 
for June 80 rose 0.6 per cent 
from March 31 to SFrl24.4bn. 
It made a net profit in 1989 of 
SFr783m ($565m). 

■ Ja/Mont, the tissue and 
household paper joint venture 
owned by Italy’s Gruppo Fer- 
ruzzi, Finland’s Nokia and 
James River of the US, is 
acquiring two Greek paper 
companies. 

Femxzzl said the companies 
are and Achaia, both 

owned by the Panopoulos fam- 
ily. No financial details were 
provided, but the two compa- 
nies hold between 15 and 20 
per cent of the Greek house- 
hold paper market and have 
combined turnover of L52bn. 

■ Wella, the West German 
haircare products group, said 
worldwide group pre-tax profit 
rose 6.4 per cent in the 
first half of 1990 from a year 
earlier on a sales gain of 5.7 
per cent 

The company said group . 
sales would have been even 
higher If not for the negative 
impact of the strong Deutsche 
mark against other currencies. 
Parent-company earnings 
gaine d by “more than 7 per 
cent” on a first half sales rise 
of about 8 per cent No figures 
were given for 1990. For the 
first half of 1989, Wella had 
group pretax profit of 
DM76l4m on worldwide sales 
of DM1. Ibn. 


Ecco chases top slot in 

world’s temps league 

George Graham on the leading French agency 


F rench employment agen- 
cies have had a good 
run over the las t few 
years, with a rapidly growing 
domestic market providing the 
base for their e xp a nsion . 

Ecco, the leading French 
agency and number three in 
the world behind Adia and 
Manpower, has been among 
the first to take advantage of 
this growth. Group profits 
increased by 26 per cent last 
year to FFr312m ($57 Jm), on 
sales 29 per cent higher at 

FFr9-92bn. , . , 

Turnover at Ecco TT, which 
includes all its European tem- 
porary work businesses and 
accounts for three quarters of 
thp group’s activity, doubled 
between 1987 and 1989 to 
FFr7.54bn. while its profits 
increased two and a half times 
to FFr257.6m. 

This year, Mr Philippe For- 
iel-Destezet, Ecco’s 54-year old 
chairman, sees more modest 
growth of around 10 per cent. 
“The deceleration began a year 
ago, but it is a soft landing,” he 
says. 

But thta comparative slow- 
down has not quenched Mr 
Foriei-Destezet’s ambitions to 

turn Ecco, which he founded 25 
years ago, into the European 
leader in the temporary 
employment business, as well 
as to diversify its activities to 
cushion its sensitivity to eco- 
nomic cycles. 

His aim is to reach a balance 
between Ecco’s French and for- 
eign temp agency activities, an 
effort which has already begun 
with the opening of offices in 
Europe, Aria and North Amer- 
ica but which he now plans to 
accelerate through acquisi- 
tions. 

Last month, Ecco announced 
four small North American 
acquisitions: Westemp, West- 
field and the temp secretarial 
division of Staff Builders Per- 
sonnel Services on the US East 
Coast, and T.i«da Kaye In Can- 
ada. 

“We give ourselves one to 
tiiree years to reach a t ur nover 
of between $300m and $50fen in 
North America. With our new 
acquisitions we reach $100m, 
so we have to complete our 
set-up with a significant deal, 
of the order id $300m.” Mr For- 
iel-Destezet says. 

“In other countries we are 
also looking for acquisitions; if 


we don't make any, we won't 
reach our objective of dou b li n g 
sales in five to eight years," he 
adds. 

Ecco has already built up a 

presence in South-east Asia 

and Is hopeful of break- 
ing through In Japan, but for 
the moment the priority is 
Europe. ■ 

Mr Foriel-Destezet says Ger- 
many is still difficult because 
of the laws on temporary 
employment, but his group will 
nnp day be obliged to try its 
immv the Italian market, on 
the other 'hand, could be on the 
point of exploding. 

“We have a name destined 
for Italy, and a small company 
there waiting for the day,” he 

UK is also difficult. 


in 1981, is French market 




Philippe Foriel-Destezet, who 
alma to turn Ecco into the 
European leader in the tempo- 
rary employment business 

because employment a ge n c ies 
are more subject to cyclical 
economic downturns than else- 
where In Europe, but it has a 
high rate of temporary employ- 
ment and the temp agency 
market is highly fragmented. 

B esides developing Ecco’s 
main temporary employ- 
ment business, however, 
Mr Foriel-Destezet wants to 
build up its other sectors to 
represent around a third of its 
activity - even though in good 
economic conditions, such as 
now, investors always com- 
plain that Ecco should be 100 
per cent employment 
The principal diversification 
area is security services, where 
Ecco’s subsidiary SPS, bought 


Security made FFrSQm pro? - 
its last year on salvor 
FFrl^2bn, and has recently * 
been expanded with the 
sitiaii last 

York and of two IriesurveHL 
ance companies to Bordeaux -, 
and Besangon- ■ '■ 

Cleaning services are now. - 
expected to grow raphHy, 
thro ug h acquisitions. Mr For*. 
iel-Destezet bays. : • 

E cco’s frfmiring and fl nan* 
dal services subsidiary. 
Credit Moderne^lwS; 
always been more c r i ticise d by 
fingnrPai analysts as too for 
away from the group’s mam : 
line of activity t o. repres ent , 
any great strategic interest- . 

Mr Foriel-Deste zet defe nds. 
Credit Modems, however. sa£ . 
frig that it has integrated wen 
into the rest of the grou p, and ■ 
contributed FFrSTm of profits 
last year. • - 

“Crddit Moderns has its. 
place in our 

Does it have a place in fteswy-L 
long term? You can ask the- 1 
question. We will prolmhfcr 
an Mf>anu| i partner foe it, 

one day or another,” he says. 

External partners are same- 
t>iTnff that Mr Forfel-Desteaet, 
who controls over 50 per cent- , 
of Ecco’s stock, has always : 
viewed with caution. Ecco. baa- 
very low net debt, and the-: 
company has never appealed tcr ; 
the stock market fbr fresh. capi- 
tal giwog its flotation. Gan ft’: 
preserve this tradition while ' 
embarking on an ambitions- 
acquisition programme? 

“It would be easy to raise 
money through Ecco SA but 
with the risk of losing c o ntrol - 
That Is a risk which most : 
gr o u ps run one day or another* 
but 1 am trying not to rust it ; 
too soon, 1 * Mr Jforfcl-DestisBet 
says. 

The consequence 3s that Mr 
Foriel-Destezet, like . other;.. 
French owns’ managers anc&T 
as Cap Gemini Sogeti’a Mr 
Serge Ksmpf , is examining a. 
project for a hew tier 3n the 
Ecco holding company struc- 
ture, allowing him to bring- in 
new shareholders without- 3os% 
tag majority control - ; * 
If the plan is completed^ ■ 
Ecco could raioer up to FFrZhn 
in two phases to nap find tin. 
acquisitions. 
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A$ 534,534,000 


. Barclays de Zoete Wedd Australia Limited 
- ’ > acted as prindpa! 

j in this global offering. 

•- 3 

IThe 32.4 million shares sold in the 
■ United States 
were sold to 

Qualified Institutional Buyers under Rule I44A 

] for 

.. i US$ 692 million 
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a SUe Elders Resources’ bid for 
Oakbridge gains backing 



^ By Kavta Brown in Sydney 


Sir 


A CONTESTED takeover bid 
S by an Austraibm-Japanese con- 
? \ sortima for Ostoridge, an Ao» 
tralim company, 

3i received a setback yesterday 
•L when Independent directors of 
A Oakbridge recommended a 
H rival bid by Elders Resources 

NZFP. an offshoot of tbc 1W- 

t boumotbaaed. Eldars IXL. 

The Independent directors 
said tha consortium's bid of 68 
cents per share was inadequate 
because shareholders would 
j» bavo to pay their own broker- 
£ age and stamp duty, and 
because it did not extend to 
preference and partly-paid 
^'shares, 
a.' The consortium is led by' 
trJ Mdlwraith McEacham. a 46 
per cent subsidiary of TNT, the 


Australian transport conglom- 
erate, backed by Nippon Oil 
Australia and Toyo Menka 
Kaishn, a Japanese trading 
house. The bid values Oak- 
bridge at just under AS300m 
<USS235mL 

Hie independent directors 
said an earlier bid fay Elders 
Resources would provide a 
return of 90 cents « share, free 
of brokerage and stamp duty, 
and would be extended to hold- 
ers of all other Oakbridge secu- 
rities. 

Elders Resources has condi- 
tional acceptances for more 
than 85 per cent of Oakbridge 
shares, and says it is confident 
of reaching 90 per cent, at 
which level it can acquire out- 
standing shares compulsorily. 


The McDwraith consortium 
has a 2.7 per cent stake in Oak- 
bridge. and says it believes 
Elders Resources will be 
unable to reach the 90 per runt 
threshold. 

Elders Resources was forced 
to lift Us offer from 86 cents 
per share after the consortium 
unexpectedly entered the bid 
ding earlier this week. 

Elders Resources has said it 
intends to Integrate Oakbridge 
into Its existing operations. 
However, Elders IXL has 
agreed to sell a majority stake 
in Elders Resources to Carter 
Holt Harvey, the New Zealand 
forest products group, which 
has said it will dispose of 
Elders' non-forest products 
businesses. 


&FAI sells its holding in Ariadne 


By Kevfn Brown 


passing FAI INSURANCES yesterday 
wag sold Hs 1 9.7 per cent sta ke in 


P!a57« 

loag .. 

laesnw ? J*2‘ Ariadna AmmUa. the former 
seed ^ rf 1 vehicle for Mr Bruce Judge’s 
one entrepreneurial activities, in a 

^$#.7 cosh and property deal valued 
tiS? 1 hS 1 at A$l7An CUSm^m). 

Trin Jr 1 The sale ends a two-year 
g^QastBbJJ search for a buyer by FAL 
viJ? 5 «*?£> headed by Mr Rodney Adler, 
va-T i wbbSsr fWlowi the breakdown in 
February of a complex disposal 
r^asyhas »?> arrangement involving Esslog- 
rf shell bw 2S ton International and Amper- 
^ ^ ih sand lntematkmaL 
fierce The buyers were two assori- 

scibarktoz^L 0 ^ a ted property companies - 
^nCisitian *L*t Stirling Properties and Group 
“It Property Services - which 

CGasv were seeking to reduce their 

S* *kiR£ 

** e ri4 ^ 

2,*^ 


exposure to theneakened prop- 
erty market. 

As part of the deal, control 
of a development of 41 luxury 
homes in the prestige Sydney 
suburb of Neutral Bay has 
been passed to FAL which 
plans to rent the properties 
until the market improves, and 
then sell them. 

Mr Adler said the sale was 
equivalent to 11.9 cents per 
Ariadne share, compared to a 
martlet price of 7 cents, repre- 
senting a premium of Atf.lm 
on the book value of the stake. 

Stirling said the deal had 
substantially reduced its expo- 
sure to the pro p erty sector, and 
its debt In relation to the Neu- 


tral Bay project. The compa- 
nies also said they had 
acquired the largest single 
shareholding in Ariadne at a 
price equal to half the last 
audited net asset backing per 
share. 

The sale of the FA1 stake to 
Essingtou was thwarted by Sir 
Ron Brierley’s Brierlcy Invest- 
ments, which holds 14 per cent 
of Ariadne and controls the 
board. Bssington. which holds 
17.5 per cent of Ariadne, would 
have gained control if the sale 
had gone through. 

Brierlcy Investments is seek- 
ing to liquidate the assets of 
Ariadne, principally property 
holdings in Queensland. 


Steep falls for Taiwan’s state groups 

By Pctor Wckenden in Taipei 


rSyi 


mk sfeashiC 

-Susccfcyagl 
'-he platt 
awlfia^ 
m nrc scsea^ 
aKssta. 


ALL OF Taiwan’s 10 main 
state-run industries saw sharp 
drops in pre-tax profits last 
year, affected by public-sector 
wage increases, steep rises in 
certain commodity taxes and 
in the cost of raw materials. 

The Commission of National 
Corporations said increases in 
the prfce of imported crude oil 
but lower domestic prices for 
oil and gas cut the profits of 
Chinese Petroleum Carp by 49 
per cent to NTi32.1bn 
(DS$1.18bnX China Petrochemi- 


cal Development Corp, par- 
tially owned by CPC, Bufferred 
a 77 per cent foil in profits to 
NTJ340m. 

Profits at China Steel 
dropped by 18 per cent to 
NTS15.2bn, and at Taiwan 
Power Compa ny^ w ere down 
14 per cent to NTS28.1bn. Sates 
of shares to- the public by 
China Steel and Talpower were 
ptanmri for tills year but have 
been postponed. 

China Shipbuilding Corp, 
which ranked third in the 


it year 

nage built, saw its losses 
increase 17 per cent to 
NT$1.98bn. 

Taiwan Fertiliser, Taiwan 
Salt Works and Taiwan Sugar 
- all cash-cows for provincial 
governments - saw their prof- 
its foil by 72 per cent. 96 per 
cent and 41 per cent respec- 
tively. A commission official 
said that government policy in 
principle is to privatise most of 
Taiwan’s 27 state-run enter- 
prises. 


Kubota rejects robbery charge 


iTD 


K ubota, Japan's leading 
maker of agricultural 
machinery, has 
responded angrily to claims by 
two Silicon Valley entrepre- 
neurs that the Japanese com- 
pany conspired to transfer US 

computer technology to its 

7 ITMTTED whoUy-owned US subsidiary. 

In a US lawsuit launched 
this month Mr A 1 )” 1 Michels 
and Mr Matthew Sanders, 
directors of Stardent, a US 
company, allege Kubota was 
robbing Stardent of valuable 
computer technology. The 
claims come at a sensitive time 
when calls have been mount- 
ing for greater protection of US 
technology. 

According to Mr Masahiro 
Yoshida, managing director of 
Kubota’s computer business 
operations: “They are saying 
that a Japanese company is 
stealing US technology ami we 
cannot accept this, both for our 
own reputation and for the 
sake of the relationship 
, , , between Japan and the US." 

}Q tor If there were any grounds for 
believing that Kubota was 
transferring Stardent technol- 
ogy to its subsidiary, the alle- 
gation would have come from 
Stardent itself, rather than the 
two individuals, he said. 

Mr Michels and Mr Sanders 
were co-founders of Ardent, a 
Silicon Valley supercomputer 
graphics company in which 
Kubota built up a 44 per cent 
stake over the years. 

The two are claiming that 
Kubota its financial influ- 
ence over Ardent to bring 
about its merger with Stellar, a 
competitor on the US East 
Coast, to form Stardent, and 
that it was now transferring 
technology it obtained through 
the morger to Kubota Pacific 
Computer, a subsidiary which 
it established recently in Calif- 
ornia. Kubota has a 22 per cent 
stake in Stardent. 

Kubota draws a rather differ- 
ent picture of the birth of Star- 
dent and its subsequent his- 
tory. While the two Americans 
allege that Kubota forced the 
merger, Kubota claims It left 
the decision up to the boards of 
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the two companies. Both Mr 
Michels and Mr Sanders 
favoured the merger from the 
start, Kubota claims. 

Kubota had no intention of 
transferring technology to its 
US subsidiary, Mr Yoshida 
said. Kubota had planned to 
establish Kubota Pacific Com- 
puter in California as an 
assembly plant. It agreed to 
incorporate Stanfenfs RAD on 
the West Coast as part of its 
subsidiary only when 
requested to do so by Stardent 
itself: 

While both sides were ini- 
tially enthusiastic about the 
merger, a rift developed over 
who should head the new com- 
pany. In the end, the boards of 
the two companies elected Mr 
John William Poduska, the 
founder of Stellar, as president. 

Mlchlyo Nakamoto 
in Tokyo looks at 
the background 
to a sensitive 
American lawsuit 


Although Mr Michels and Mr 
Sanders have remained on the 
Stardent board, their involve- 
ment gradually declined, 
Kubota officials say. While in 
the beginning Stardeat’s 
operations were split between 
the West and the East, the 
impracticality of the set-up led 
Mr Poduska gradually to con- 
solidate business on the East 
Coast. 

This met a stumbling block, 
however, when it came to 
bringing former Ardent R&D 
staff to the East The compa- 
ny's present line of products as 
well as its next line were both 
developed by Ardent person- 
nel, most of whom were unwill- 
ing to move. Without them, 
however, Stardent would not 
be able to offer customer sup- 
port for these products. Faced 
with thig dilemma, it asked 
Kubota to incorporate its west- 
ern division's R&D operations 
into its subsidiary, 

Kubota claims that it was 


approached by Mr Michels and 
Mr Sanders with offers that 
they quit the company without 
bringing any charges in return 
for $3 -5m each in consulting 
fees. 

According to Stardent, a sub- 
committee of outside directors 
set up by the Stardent board 
has found the claims by Mr 
Michels and Mr Sanders to be 
“without merit" The Stardent 
board also announced it would 
terminate the employment of 
the two who had remained as 
employees and officers of the 
company. 

Mr Yoshida expressed regret 
at the difficulty. “The company 
may not have been as success- 
ful as we originally planned, 
but we thought we had been 
working hard and co-opera- 
tively," he said. If Kubota’s 
aim from the start had been to 
obtain US computer technol- 
ogy, it would have been able to 
acquire easily a US computer 
company comparable to Star- 
dent at a lower cost than what 
it spent on the former Ardent 

Kubota, which has just 
announced an expansion in an 
area closer to its traditional 
activities by taking a 5.4 per 
cent stake in Cummins Engine, 
has also been actively diversi- 
fying into more high-technol- 
ogy businesses. 

Although it has acquired 
minority stakes in eight US 
technology companies includ- 
ing Mips Computer Systems, a 
highly successful microproces- 
sor company, Kubota has little 
experience outside making 
agricultural equipment and 
sewerage pipes. Its foray into 
the entrepreneurial Silicon 
Valley ted one Tokyo analyst 
to comment: “Kubota has 
charged ahead into an industry 
it knows very little about. It is 
bound to foil into one or two 
pits along the way." 

Mr Yoshida said that since 
the lawsuit was being brought 
by two individuals, rather than 
any US company with which it 
bad business relations, Kubota 
saw no need to reassess its 
plans for its computer busi- 
ness. 


Wing Tai’s 
deals give 
it a stake in 
EC market 

By Joyce Quek 

in Singapore 

WING TAX Holdings (WTH). .. 
Singapore garment manufac- 
turer and property developer 
with a turnover of SSl94m 
(US$i07m), may not be a 
household name In the West 
but Us clientele in the rag 
trade Is. 

Established designers and 
chain stores snch as Liz Clai- 
borne, Jordache, Banana 
Republic, Esprit and Macy’s 
retail Us garments under their 
labels. 

Two recent deals have 
brought Wing Taj Itself .some 
attention, however. This 
month it paid £8.im 
(USSM^m) for a 29.6 per cent 
stake in Campari Interna- 
tional, a British wholesaler 
and distributor of leisure and 
sportswear. 

That followed the £27.5m 
takeover at the end of last 
year of Polly Peck Far East, a 
Hong Kong-listed garment pro- 
ducer, from the UK’s Polly 
Peck international. The unit, 
bought In conjunction with 
Sun Hung Kai Properties of 
Hong Kong, has been renamed 
United Success International 
(USD. 

Mr Cheng Wol Keung, man- 
aging director, along with sev- 
eral brothers came trom Hong 
Kong in 1963 to set up a gar- 
ment factory in Singapore. 
WTH is now the largest gar- 
ment manufacturer in the 
island republic, a dominant 
role also enjoyed In Malaysia 
by Dragon & Phoenix, its 
listed associate there. 

The Wing Tai operation In 
Hong Kong - run by Dr Edgar 
Cheng, a son-in-law of Sir Y.BL 
Pao, the shipping magnate - 
has since 1988 been separate, 
although the two groups 
co-operate. 


In 0SI and Campari, WTH 
bought into companies with 
established networks in the EC 
ahead of the 1992 single mar- 
ket, and with their own strate- 
gic alliances elsewhere. 

Mr Cheng says: “In Campar- 
i’s case, they have Far East 
sourcing which is a successful 
strategy. The feet that WTH is 
a major manufacturer in the 
East will help them with 
up-to-date Information. As a 
wholesaler/distributor, Cam- 
pari’s market information Is 
critical to USI in Us exports to 
the UK and (continental) 
Europe." 

He added that WTH was 
interested in acquiring a com- 
pany in the EC like Campari 
but dealing In casnalwear, and 
In a US company with a distri- 
bution network. 

The heavy reliance on ship- 
ments to the US, whic h com - 
prise 90 per cent of WTH’s 
Singapore garment exports, 
had ted the group into differ- 
ent activities and other 
regions in an effort to diver- 
sify its earnings sources. 

Dr Edgar Cheng, chairman, 
says: “We are facing increased 
competition in the EC mar- 
kets. Italian manufacturers 
have restructured themselves 
and are presently the domi- 
nant suppliers in the upper 
medium-priced as well as the 
haute couture market 

In the US, acquisitions and 
leveraged buy-outs have 
resulted In a much leaner 
apparel Industry, whereby 
managements are streamlining 
their operations by being more 
selective in their sourcing of 
products, mainly from well-es- 
tablished m anufac turers." 

Locally, WTH's problems 
include export quotas and 
higher levies on Imported 
workers. To counter these it is 
seeking to increase productiv- 
ity while adding value to 
export products through more 
advanced technology using 
computer-aided design and 
manu f acturing equipment It 
is also setting up subsidiaries 
to provide supporting materi- 
als and services. 

Income from property 
investment and development, 
with some properties picked 
up during the mid-1980s reces- 
sion, accounts for 75 per cent 
of the group's latest annual 
pre-tax profits of S$40.2m 
before accounting for associ- 
ates. 

Although Mr Cheng will not 
comm ent, analysts believe that 
WTH may restructure to allow 
separate listings for its two 
core activities. Should that 
materialise, Morgan Grenfell 
Asia Securi ties reckons that, 
with WTH’s market capitalisa- 
tion of some S$400m, the gar- 
ment division would be worth 
upwards of $i80m against 
8220m for property. 
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MEMBER AFBD 


ARE YOU GETTING THE 
SERVICE YOU DESERVE 
FROM YOUR BROKER? 

CALL CAL NOW! 


CAL Futures Lid 
Windsor House 
50 Victoria Sneu 
London 
SW1H0NW 
Tel: 071-799 2233 
Fax: 071-799 1321 


ORIX IRELAND 
FINANCE PLC 
Japanese Yen 30.000,000,000 
7 per cent Cuamntcvti Nous 
1095 

Hie interest tan- for the first three 
month pi-run] txjfflnrmiflK 
25lh July, \‘>J0 his been luted 3t 
7Jt75‘»G per jnnunL 

The coupon amt nun will be 
Yen 20 1 ,2fiO on Notes ■ rf 
Yen in.000.000. 

Interest iMymcnt IJait". 

25th October, MW 
by MlftUJ lATtO kOBf TRUST 
INifRNAIiONAL UMIICD 
lPlm.il Agrui) 


NEWS INTERNATIONAL 
PLC 

USDOL 100,000,000 95i 

GUARANTEED BONDS DUE 
1990 

CONVERTIBLE INTO 
USDOL 100,000,000 
FLOATING RATE NOTES 
DUE 1990 

In accordance with the provisions 
or ihe notes, notice is hereby given 
that Tor the interest period July 2fi, 
1990 io October 26, 1990 the notes 
will carry on interest rate of SV*K 
per annum. 

Interest payable on the relevant 
interest payntsu dale October 26. 
1990 will amount to USD 214.03. • 
per USD >0,000 note. 

Agent Bank 

Bosque Paribas Luxembourg. 


July 1990 

La Generalitat de Cataluna 

has approved the merger between 

La Caja de Barcelona 

and 

La Caja de Pensiones 


The undersigned acted as financial advisor to the 
Generalitat de Cataluna in connection with this transaction. 


Salomon Brothers International Limited 



Telefonos de Mexico, S.A. de C.V. 

$i 50,000,000 

12 1/4% Senior notes due 1992 


J.P. Morgan Securities Inc. and 

Morgan Guaranty Trust Company 

acted as co-agents in privately placing these 

Rule 144 A eligible securities for TeUfonos de Mexico 


JPMorgan 

July / 990 Tku announcement appear* a* a matter of record only 


The Prudential w 
Insurance Company of America 

U.S. $500,000,000 

Collateralized Mortgage Obligations 
Series 1986-1 

For the period 25th July, 1990 to 28th August, 1990 the 
Bonds will carry an Interest Rate of 8.575% per annum with an 
Interest Amount of U.S. $164.96 per U.S. $50,000 (the original 
Principal Amount) Bored, payable on 26th August, 1990. The 
Principal Amount of the Bonds outstanding b e x p e c ted to be 
40.739034924% the original Principal Amount of the Bonds, or 
U.S. $20,369.52 per Bond until the Forty Fourth Riyment Date. 


EBC Amro Traded 
Currency Fund limited 

NOTICE of the SDCTH ANNUAL GEFERAL MEETING of 
Shareholders to take place on the 3rd day of 
August, 1990 at tl am. 

NOTICE is hereby given pursuant to the Articles of Association of 
EBC Amro^ Traded Currency Fund Limited (“the Company") that the 
Shah Annual General Meeting of toe Company w3 take place on the 
3id day of August, 1990 at 11 am at EBC House, 1-3 Seale Street, 
St HeSer, Jersey. Channel Islands lor the purposes d considering 
and tf thought fit, passing the following Ordinary Resolutions: 
Resolutions 


0 Bankers Trust 

Company, London Agent Bank 



BRISTOL & WEST 

BUILDING SOCIETY 

£100,000,000 

Floating Rate Notes 1992 

Notice is hereby £vca that tbe Rate of Interest for the three 
month Interest Period commencing on July 24. 1990 has been 
fixed at 15J2S9i pbl, md that tbe interest payable on tbe relevna 
Interest Payment Date. October 24, 1990, in respect of Cottpon 
No. 19 will be SJ90j62 per £5JKW Note. 

A NatWest Capital Markets Limited 

Agent Bank 


L Tha! the Financial Statements far the period ended 31st March, 
1990 together with Ae Report of the Directors and the Auditors 
thereon be received, approved and adopted. 

2. That Messrs. Coopers & Lybrand who have signified their 
wiflingness to continue in office be and are hereby appointed the 
Aucfitors of the Company for the ensuing year and mat the fee 
payable to them in respect of me year to 31 si March. 1991 be 
determined by the Directors. 

By order of the Board 

EBC Trust Company (Jersey) Limited 

Secretary 

Dated the 26m day of Ji4y. 1990. 

NOTES 

t The hotiw of a ContaMrtttl Depositary Receipt ("COR") may exercise Ms 
voting ri^ns by depooiing me CDRal the office at Amsterdam Deposttoiv 

Company N.V., 172 Spuhtrwt, 1012 VT Amsterdam, The Netherlands (the 
‘Depositary") and by mefcuding (he Depositary as to the exercise of the 

voting rights attached to the Shares evidenced by such COR. In toe absence 

ram doing so, ss h trenks fit n ths Interests of the taldec 
2. Thera are rosaraceawracts with ihe Directors. 
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Du Pout’s earnings Mt by 
chemical sector weakness 


By Karen Zagor in New York 

DU PONT, the largest US 
chemicals company, yesterday 
reported modestly lower sec- 
ond-quarter earnings, 
reflecting the weakness of the 
world chemicals sector. 

For the three months ended 
June 30. Du Pom’s net income 
slipp ed 3 per cent to $694m 
from 5714m a year ago. Earn- 
ings per share Improved to 
$1.02 in 1990 from $1 last year, 
t h an k s to fewer shares out- 
standing In the latest quarter. 
Sales rose 4 per rant from 
$&2Sbn to S9-65tra_ 

Du Font's net income for the 
first six months fell 10 per cent 
from $l.45bm to $L31bn, while 
ear ni n gs per share were off 5p 
per cent from $2.03 to $L92. 
Sales tn the 1990 first half grew 
6 per cent to Sl9.05bn from 
$17-95bn a year ago. 

The Da Peart figures come in 
the wake of a so per cent 


decline in ear ning s at Dow 
Chemical and a 38 per cent 
drop at Union Carbide which, 
unlike Dupont, have large 
exposures to the volatile com- 
modity chemical business. 

Mr Edgar Wollard, riiwiTmiiTi, 
said: “Oar performance overall 
was encouraging, considering 
the continued weakness in the 
US economy. We expect this 
weakness to persist in the near 
term, so we continue to empha- 
sise cost improvement pro- 
grammes as a means to 
improve profitability." 

Shares in Du Pont gained $% 
to $39% at mid-day yesterday 
on Wall Street. 

Barninga in both the petro- 
leum and coal divisions 
improved in the quarter. Petro- 
leum profits rose 6 per emit to 
$166m, excluding one-time 
items in the 1989 quarter, while 
profits from Du Pout’s coal 


business grew 10 per cent to 
$53m. The petroleum business 
results were helped by higher 
refined product margins which 
were somewhat offset by lower 
crude ofl. prices. In Dupont's 
coal business, last year’s 
results were hurt by a strike. 

Profits in the polymers divi- 
sion fell 6 per cent to 5133m in 
the quarter, which the com- 
pany attributed to restructur- 
ing costs. These were only 
partly offset by improved earn- 
ings in Europe and strength in 
the automotive refinish mar- 
ket Sales improved more than 
8 per cent to $L53bn. 

Dupont’s industrial products 
business saw profits drop IS 
per cent to $135m in the quar- 
ter on sales which slid 1 per 
cent to 1829m, reflecting lower 
sales of chlorofluorocarbon^ 
(CFCs) and increased spending 
an developing alternatives. 


Avon strong in second quarter 


By Karan Zagor 

AVON PRODUCTS, the world’s 
biggest manufacturer of cos- 
metics teiiBttjffl which has 
deflected a series of takeover 
advances in the past 15 
months, yesterday reported 
strong growth in second-quar- 
ter earnings, in line with ana- 
lysts’ expectations. 

Net income for the three 
months ended June SO grew 20 
per cent to $47 An, or 65 cents 
a share cm a fully -diluted basis, 
from $39 An or 54 cents a year 
ago. Sales In the quarter 
impr oved 2 per cent to $7S3An 
from $777.7m. 

For the first half of 1990, 
Avon’s net income jumped 37 
per cent to 562.7m, or 79 cents 
a share on a primary basis, 
from 545.7m or 51 cents a year 


earlier. Sales rose 1 per cent 
to $L5bn from $lA8bn last 
year. 

Avon, which established a 
special committee to “consider 
alternatives to maximise share- 
holder value” to avoid a proxy 
fight with Chartwell Associ- 
ates, an investment partner- 
ship between the Getty and 
Fisher familie s, whittled Its 
debt to $645m at the end of the 
second quarter from $L09bn a 
year earlier and $838tn at the 
end of 1999. 

“Our second-quarter 
strength reflects continuing 
profit Improvement in US 
operations and a continued 
redaction in interest expense,” 
said Mr James Preston, Avon’s 
ffhairman and chief executive. 


Pre-tax profits from the com- 
pany's US operations grew 29 
per cent in the 1990 quarter on 
sales which grew 2 per cent 
Mr Preston said sales growth 
from Avon's US division, 
which was weak In the second 
half of last year, is expected to 
Htn ii ima through remain- 
der of 1990. 

Pre-tax profits from Avon 

Twtemwtiwnwj fall 5 per cant in 

the three months, although 
sales advanced 10 per cent 

Although Avon is no longer 
"in play” as a takeover candi- 
date, Chartwell recently raised 
its Avon stake to Just 0.2 per 
cent below the 20 per cent level 
which would trigger the com- 
pany's shareho lder d giiia “poi- 
son pffl" plan. 


Honeywell to spin off defence divisions 


HONEYWELL, the US controls 
and electronics group, is to 
spin off its defence and marine 
systems divisions through a 
tax-free distribution of stock to 
its shareholders, writes Roder- 
ick Oram. 

The Minneapolis-based com- 
pany said this spring that it 
was considering such a move 
after falling to attract a satis- 


factory bid for the businesses 
because "the environment for 
defence properties had 
changed” - a reference to 
sharp Pentagon budget cuts. 

Shareholders will receive 
one share in the new company, 
Alliant Techsystems, far each 
four Honeywell shares they 
own. Honeywell expects to give 
final approval of the spin-off 


late this quarter. 

The businesses earned 
$53.8m on sales of $Llbn last 
year. Its president and chief 
executive will be Mr Toby War- 
son, formerly head of Hone- 
ywell's UK operations. Its prod- 
ucts will include tactical 
munitions, torpedoes, electron- 
ics systems, sonar, security 
and other electronic devices. 


BT facing 
difficulties 
with sale of 
Mitel stake 

By Bernard Simon 

in Toronto 

BRITISH Telecom is making 
slow progress in efforts to sell 
its 51 per cent interest in 
Mitel, the troubled Canadian 
telephone equipment maker. 

Announcing a first -quarter 
loss, Mitel said that while it 
was having talks with a num- 
ber of prospective suitors, BTS 
disengagement was likely to 
take longer than anticipated 
when the British company 
huh mm in January it was 
reviewing its shareholding. 

Mr John Jarvis, Mitel presi- 
dent, said BT had aimed to 
complete the sale within three 
months. He now hopes that 
Mitel's fixture win be clarified 
before the end of this year. 

BT bought its sta ke in Mitel 
In 1986 tor c$322m (US$278m). 
It is llkelv to take a substan- 
tial loss when It sells its inter- 
est Mitel shares were trading 
on the Toronto Stock 
Exchange at C$2.45 yesterday, 
less than one-third the C$8- 
per -share paid by BT. 

Mitel lost C$3.1m, or five 
cents a common share, in the 
three to June 29, com- 

pared to earnings of C$4J2m, 
or 4 cents a share, a year ear- 
lier. First-quarter sales 
dropped 2 per cent to 
CtlOO^m. 

The poor results were due 
largely to an 8 per cent - or 
C$4m - fall in sales of office 
switchboards outside North 
America, the first such drop in 
several years. Mr Jarvis said 
he was hopeful that 'Shis is a > 
short-term problem and that ; 
we will see revenue growth in 
these markets as we move 
through the fiscal year.” 

Equipment sales in the US 
were virtually identical to the 
previous year after three years 
of steady declines. 

The semi con duc tor business 
posted a stronger perfor- 
mance, with sales Jumping by 
31 per cent to 913.4m. 

The damage caused by 
uncertainty over Intel’s fix t ure 
is reflected in legal proceed- 
ings started by the company 
against AT&T over a letter 
sent by the US telephone giant 
to Mitel customers. Mr Jarvis 
said that the AT&T letter 
“casts aspersions on us and 
our products and relates to 
our ongoing viability.*’ 


This announcement appears as a matter of record only 
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Korean car invasion breaks down 

Bernard Simon looks at Hyundai’s falling sales in North. America 


T he spanking new Bro- 
mant assembly line east 
of Montreal is one of 
many North American car 
plants operating far below 
capacity. 

What makes Bromont 
unusual is that it belongs not 
to any of Detroit's troubled 
“Big Three", but to one of the 
Aslan manufacturers whose 
“transplant” operations are 
supposedly running away with 
the US and panariian car mar- 
ket 

- Bromont tells the story of 
success which has turned to 
disaster for South Korea’s 
Hyundai Motor Corp. Con- 
ceived after Hyundai’s sub- 
compact Pony raced from a 
standing start to become Cana- 
da’s best-selling foreign car in 
less than two years, the plant 
is now operating at less than 
40 per cent Of its annual 
100,000-onit capacity. 

The latest blow came earlier 
this week when Chrysler 
decided to back away from a 
deal to tray 30,000 Bromont- 
made Hyundai Sonatas far the 
US market next year. Chrysler, 
which was expected to market 
the medium-sized cars as Eagle 
Olympias, has ascribed its 
change of mind to the weak car 
market and Its wish for a 
“more highly differentiated 
version of the successor to the 
present Hyundai Sonata.” 

The Sonata setback comes 
on top of a deep slump in 
Hyundai sales both in the US 
and Canada. The days In 1985 
when Hyundai’s two early 
models, the Pony and the 
larger Stellar, commanded 
almost 10 per cent of the total 
Canadian car market are a dis- 
tant memory. Hyundai sold 
only 11,600 cars in Canada in 
the' first six months of this 
year, giving it a market share 
of less than 245 per cent 


1990 (Jan-June) 

1968 (Full year) 

1969 (Jan-June) 
1968 

1987 

1980 

1985 

1984 

1983 


HYUNDAI SALES (Unfta) 

US 

69373 

183.281 
98J290 

284.282 
283,610 
168482 


In the US, Hyundai’s sales 
plummeted by 29 per cent in 
the first half of 1990 from a 
year earlier, leaving it with a 
paltry L5 per cent market 
share. Its sales there are now 
running at little more than 
half their 1988 peak. 

Besides the general weaken- 
ing of the car market over the 
past year, buyers’ excitement 
at the low price tag an Hyun- 
dai cars has given way to dis- 
appointment at tbwir quality. 
The Stellar - still sold only in 
Canada - is under-powered, 
miri complaints have poured in 
about the imported Excel sub- 
compact, the mainstay of 
Hyundai’s US presence. Hyun- 
dai trade-in and resale prices 
have plunged. 

One inevitable result has 
been dissatisfaction among 
dealers, many of whom had to 
make substantial investments 

fa teritl anH fiiriUttm w lwn tfw 

Korean company set up its 
North American distribution 
system in the mid-1960s. 

Hyundai has been farced to 
soften its policy of barring 
dealers from carrying other 
makes. According to Ur 
Thomas Webb, senior analyst 
at th« us National Automobile 
Dealers Association, many 
dealers with more than one 
outlet have moved their Hyun- 
dai showrooms to the less 
desirable locations. The num- 


ber of dealers in "Canada has 
fallen from 200 in 1965 to 155. , 
Despite the problems, the 
Koreans insist they have not 
given up on North America. 
“We’re facing a little bit of dif- 
ficulty, but we hope we will 
improve our sales perfor- 
mance,” says Mr Willy Lee, 
assistant to the. president of 
H yundai nanada. 


M r Chris Cedergren, 
analyst at Califatnta- 
based consultancy 
JJ). Power & Associates, pre- 
dicts that Hyundai “will be 
able to resurrect its position in 
the longer term. They are. a 
very rawnTnitte ri mairn fa cfoTter. 
and they’re willing to back 
that commitment with lots of 
money." . . 

In an effort to restore .cus- 
tomer confidence, greater 
back-up ^sugi»rt^j^.ven^ for 

in Canada now get free check* 
nps for three years or 
60,000km. Hyundai says it is 
also giving a liberal interpreta- 
tion to warranties on its Stellar 
Tnnflaia- Advertising campaigns 
are being revamped to stress 
quality as well as juice. 

The. dealer netwodc is once 

tinw "lw! l !^ | ,l ^f !lpalflT« in 

the US, compared to 280 at the 
beginning of 1989. ft plana to 
more fi 1 an j m i mg tiw n nmber 


to 750 by late 1992, especially 
by extending its reach Into 
pmaltor communities. 

Several new models are in 
♦Vu> p jpaiirm The first shipl oad 
of the stylish Scoupe sports 
model is already on its way 
from Korea, and wi 11 be in 
North America , dealer show- 
rooms within the. next few 
weeks. A larger' four-door 
' model,' known* for the tune.' 
befog as the J-Car;is due to be. 
introduced in South Korea this 
M i rfn mn, ATiii wifl. be shipped to 
North America eady next par. 

No decision has yet been 
mmte however, on the fate of 
the -under-used Bromont 
assembly line. The C$200m 
(US$128 m) .plant currently 
ys.^>whiea only *b» mid-sized . 
Sonata. A nearby stamping fac- 
tory, supplying Sonata compo- 
nents, is due to start produc- 
tion, in October or November. 

One possibility is thus to 
earmark another model far 
Bromont. One rumour is that - 
the Quebec plant will be 
retooled -to produce the cur- 
rently-imported Excels. On 
another front, Mr Cedergren 
says that Hyundai has had pre- 
liminary tapis with Mitsubishi;. 
and Chrysler about assembling 
a Mitsubishi-designed van 
there, and . marketing it 
through all three companies 
distribution systems. 

Bromont may also be .used to 
supply same offshore markets. 
Zt exported 1,500 cars - to 
Taiwan last year. On the other 
b fl r wi , *bp com pany already has 
spare capacity at some of its, 
Korean plants . 

Before the deal with Chrys- 
ler fell through, Hyundai set a. 
1991 production target far Bro- 
mont of 51,000 vehicles, just 
over baif jfa capacity. T-m* 
predicts gingerly that, what- 
ever fa decided on, "wemayhe 
dose to that level.* 


Chrysler announces Canada plant closure 


CHRYSLER, the third largest 
US automobile manufacturer, 
yesterday announced that it 
would be dosing one of its 
Canadian assembly plants. 
However, it expected all the 
workers there to get new job 
opportunities through the 
expansion of production at a 
nearby plant, writes Martin 
Dickson. 

The rationalisation comes at 
a time when Chrysler’s profits 
and market share have 
dropped sharply because of 
intense competition and price 
cutting throughout the North 


American motor industry. 

The company is closing its 
Brampton, Ontario, plant, 
which makes the Jeep Wran- 
gler and employs about 1,100 
hourly-paid staff but is operat- 
ing fair below capacity. 

Production of the Wrangler 
will be switched from June 
1992 to Chrysler’s plant at 
Toledo, Ohio, where it will con- 
solidate all its North American 
assembly of the Jeep model 
range. Jeep has long been the 
dominant brand in .the sports- 
utility sector of the market, 
which has grown greatly in 


recent yeara, but its position Is 
now under threat from both 
American and Japanese rivals. 

The company said ft dML hot 
intend to employment 

at Toledo, which enrrentiy has 
about 5,600 workers, bat it reaf- 
firmed that it was prbceedirig 
with plans for a new small 
sports utility vehicle, tfae JJ, 
and that if Brin wa8.buflt ill 
North America It would be pro- 
duced In Toledo. Chrysler 
recently announced that it had 
abandoned plans, to produce 
toe JJ jointly with Renault of 
. France because the -venture 


was ’too longer economically 

attr active." * 

Chrysler s a i d yesterday that ■ 
it piarmad to build. its keenly-* 
awaited new passenger car, the 
L/H, at another p lant in the* 
Brampton area, called Brama- 
lea, starting in the H»m m«r of 
1992. This plaift . currently. 
employs about 900 hourly 
workers, but the company said 
it expected the L/H would:, 
increase the number of Jobs tb~ 
2,400 by.Jannaiy 1993, creating 
joh opportunities far all of the ^ 

workers from the Wrangler 
plant- 


US Air blames loss on fare discounting Bethlehem 

By Roderick Oram In New York Steel down 


US AIR, parent of the seventh 
largest US airline, yesterday 
attributed its fourth and hug- 
est quarterly loss in a row to 
over-capacity and widespread 
fare discounting in both east 
and west coast markets. 

It slumped to a net loss of 
$75,110, or $L86 a share, in the 
second quarter ended June, 
from a net profit of $10Q.7m, or 
$229, a year earlier. Revenues 
slipped to $L71bn from $L73bn. 

The first-half net loss was 
$113. lm, or $2.92 a share, 
against a net profit of $U62m, 
or $225, a year earlier. Reve- 


nues fell from $325bn to 

$322hn. 

"On the positive aide, 
US Air's operational and ser- 
vice performance has improved 
dramatically and compares 
favourably with our competi- 
tion,” said Mr Edwin Coloany, 
ehatrniHTL 

After acquiring PSA and 
Piedmont in 1987, USAir has 
had a rocky time merging the 
three airlines’ operations. 

During the second quarter, 
USAir Increased its capacity by 
6.7 per cent to 14£4bn seat/ 
miles but traffic increased by 


only L4 per cent to-92An reve- 
nue passenger/miles: As a 
result its load factor fell to 6L6 
per cent from 642 per cant 
Because of the competitive 
pressure, notably fromBastenx 
on routes between fixe 
north-east and Florida^its fade 
yield fell 3^ per cent to 1627 
cants per aaat/mile. Meanwhile 
its costs rose L7 per cent;to 
10.43 cents per available seat/ 
mile and its break-even load 
factor increased to 60.8 per 
cent from 57.1 per cent Operat- 
ing income fefl to 5S9.4m in the 
quarter from $200l6ul ’• 


by 74% 

By Martin Dickson 
in New York 


Insurance and telecom arms help ITT 


By Roderick Oram 

ITT, the largest US 
conglomerate, has reported a 
small increase in second-quar- 
ter profits with improved con- 
tributions from its insurance 
and communications busi- 
nesses offse tting weaknesses in 
many of its industrial areas. 

Net profits for the three 
months ended June 30 were 
5258m, or $L81 a share fully 
diluted, against 5244m, or $1.65, 
a year ago. An after-tax gain of 
5139m from fhe sale of 7 per 
emit of its stake In Alcatel, fhe 
European telecommunications 


equipment maker, made FIT'S 
final net $397m, or $aL80. Reve- 
nues were $5J23bn against 
$5.22ira. 

The two companies pooled 
their tdec ommunicatloDS busi- 
nesses in Alcatel in lsdte 1988. 
ITT said its results benefited 
from its share of the Impr oved 
earnings of Alcatel, which 
“increased ri«nwati«iny during 
the second quarter.” After sell- 
ing part of its stake to Compag- 
nlA d’Electricit& of France, ITT 
holds 30 oer coni of A lc a tel , 

"Despite the difficult eco- 


nomic environ ment In the 
United States, FFT’s overall 
results far the second quarter 
were well ahead of earlier 
expectations,” said. Mr Rand 
Araskog, chairman. 

Among its businesses, 
hotels, financial services, 
defence and components were 
lower; automotive and fluid 
technology were fiat; while 
insurance, pulp and paper, and 
communications woe higher. . 

First-half net was $GSQm, or 
94A7 a share, against 5444m, or 
$345. 


Cray Research sees continued flat sales 


By Roderick Oram 

CRAY RESEARCH, the leading 
US supercomputer maker, hag 
reported strong second-quarter 
profits but continued to warn 
that sales would be flat far 1990 
as a whole. 

For the three months «mded 
June 30, Cray had net income 
of 542. 6m or $1.49 a share 
against $4. 4m or 15 cents a 
year earlier. Sales in the 1990 
quarter advanced to $227m 
from 5128.3m a year earlier. 


For the first six months, the 
Minneapolis, Minnesota-based 
company re por te d net income 
of $52m, or $1.82 a share, 
against ys oftm or 20 cents in 
the first half of 1989. Sales 
grew to 5362Am hi the latest 
period from $244 .4m a year 
ago. 

Mr John RoUwagen, chair- 
man and chief executive, sai d * 
“We continue to expect fiat 
revenues far 1990 with opportu- 


nities for earnings improve- 
ments over last year. Our oper- 
ating exp enses are also in line 
with expectations." 

Contract value of orders 
increased to about $180m in 
the 1990 qizarter from $150m a 
year earlier, wbHe the compa- 
ny’s backlog slipped to abbot' 
$295m from $300m at the end of ■ 
the first quarter, and from 
5340m at the end of the 1989 ; 
second quarter.- . 


BETHLEHEM Steel, the; 
second-largest US. steelmaker, 
yesterday reported a 74- pen 
cent drop in second-quarter net; 
incom e, due to the current 1 
cyclical downturn in the sector 
and temporary plant ctoenres ; 
far renovation work. ‘ 

Bethlehem is the first lead 
fag steelmaker toigunounce; 
figures for the quarter, .when; 
tiie industry was hit by general ' 
unftiKHDi in the economy and a 
particular decline in motor 

wu m nftu«fairing L 

The company reported net 
income of IMm; or 21 cents a 
share, compared to 184.1m, or l 
$1.08 a snare, in the same ; 
period of 1969. Sales -dropped 1 - 
from $L43bnto $L27bn. -~ 

Last year’s figures wert • 
depressed by $»5m of unuspal . 
restr u ct urin g charges, while 
fids quarter’s figures were hit 
by renovation and modernise-'' 
tfan work on plant. This cut' 
production and pushed up 
operating costs. Employment.’ 
costs were higher because off a 1 
new labour agreement which 
came into effect on June L 

The drop fa income was also - 
due to lower prices and lower 
steel shipments, which 
dropped from 2£m tons in the 
second quarter of last year to 
2^8m tons. ’ 

However, the company : 
sounded a relatively optimistic 
note when it noted that its’ 
order entry rate had been rela- 
tively strong in recent 
as demand from the automo- 
bile market had been some- 
what greater than expected 
and steel imparts had declined. 
As a result, it did not expect 
the usual seasonal decline in 
stem shipments. - 

For the first half, net : 

was 543m, down from $i 4flm , = 
m- sales of $2£bn, down from 
$2Aflm. . . - 


Newmont Mining profits surge to $20.6in 


By Kenneth Gooding 

NEWMONT MINING of the US, 
which is 49 per cent owned by 
Hanson, the UK conglomerate, 
raised second-quarter net earn- 
ings from 5395 m, or 6 cents a 
share last year, to 5206m or 31 
cents. This took first-half earn- 
ings from $L28m or 2 cents a 
share to 563.3m or 92 cents. 

Charges of 56. Im, or 9 cents 
a share, against S5m or 7 cents 
are included In both the quar- 
ter and half-year totals. First- 
half earning s g^SO Include SO 


511.6m, or 17 cents a share, 
gain from the sale of shares fa 
Newmont Australia. 

Newmont recently sold to 
Hanson its holding in the Pea- 
body coal business, but It says 
the quarterly earnings do not 
inrinrip profits from discontin- 
ued operations of $Um or 16 
cents a share, compared with 
$7m or 20 cents fa the same 
mrmth<i last year. 

In the half-year total, net 
earnings did not Include profit 


from discontinued operations 
of $25.7m, or 38 cents a share, 
against 519m or 28 cents. 

• Newmont Gold.. North 
America's biggest gold mining 
company which is . 90 per cent 
owned by Newmont . Mining , 
announced . big output . 
increases and cost cute in 
advance of presentatio ns th is v 
week to investment analysts. 

Newmont Gold, which as a - 
matter of policy does not hedge 

metal safes, said it would crat. 


pensafe far the recent' gold 
price M by lifting output fa 
1990 from the previously fore- 
cast L54m troy ounces to L7to 
ounces. It said it had found 
more high-grade ore at its Genr 
esis deposit on the rich Carlin 
Trend in Nevada. 


dnption. Previously estimated, 
fo be $240 . an ounce .fa iaao. : ' 
wiU fall to RMfrin.the second 
hatf to give an average of toih 

an ounce far the fan year. 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries Improve despite 
weak durable goods data 


By Jawrt Buah in Naw York and Andrew Froaman in London 
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US TREASURY bonds moved 
marginally higher yesterday 
morning after a weaker than 
expected durable goods orders 
release. 

At midseasion, short-dated 
maturities won quoted mostly 
around A pote higher and the 
Treasury’s benchmark long 
bond stood It point up far a 

GOVERNMENT 

BONDS 

yield of R56 per ostt. 

New factory orders tor dura- 
ble goods fall 2L2 per cent In 
Juno which compared with a 
consensus forecast among Wall 
Street analysts of a 1 per emit 
rise. Even taking out the 
important defence c om p onen t, 
orders fall L7 per cent, and 
stripping out transportation, 
orders declined 1 LS par cent. 

Economists had been expect- 
ing transport orders to hold 
the total up but the Commerce 
Department virtually all 
y ff-ptfTrvml groups hjnf declined 
in June.. 

The reaction of the bond 
market to these figures was 
limited, partly because it is 
well aware how volatile the 
durable goods data are. The 
market is also more interested 
in tomorrow's GNP data for 
the second quarter. Forecasts 
for the GNP release are far a 
growth rate of betweai L5 per 
cent and 2JS per cent and a rise 
in the implicit price deflator of 
around 4 per cent 

The other focus for the Trea- 
sury market yesterday was the 
auction of Silfiba af two-year 
notes. There was con c ern over 
what demand would emerge at . 
the auction with the outstand- 
ing two-year note trading at a 
yield of 8.07 per cent. 

■ The UK government bond 
market hod a troubled day yes- 


terday, with prices dropping 
sharply following remarks by 
Mr John Major, Chancellor of 
the Exchequer. He indicated on 
Tuesday evening that UK infla- 
tion was proving stubborn and 
prompted a sell-off of sterling 
which fed through to gilts yes- 
terday. Foreign investors were 
said to have dumped large 
blocks of paper, but little retail 
activity was reported. Analysts 
were unconvinced by the mar- 
ket's performance, saying Mr 
Major's remarks were not 
novel. 

Some commentators 
suggested that the Government 
might be anxious to prevent a 
further rise in sterling and was 
deliberately dampening enthu- 
siasm for the currency. 

The benchmark lit; per cent 
gilt maturing 2003-07 was trad- 
ing around 10 In to yield 11.02 
pm* cent, down fl on the day. 

■ In Germany, traders were 
bemoaning the difficulties of 
farming a strategy in what has 
been volatile dealing. The over- 
all lack of direction meant 
most houses were adopting 
neutral positions, contributing 
to a noticeable decline in activ- 


ity yesterday. 

Despite a lack of volume, 
there was a steadier tone to the 
Bund market which easily 
recovered from a weak opening 
to stand almost unchanged at 
the moraine fixing. 

The benchmark 8*1 per cent 
10-year Bund was fixed at 
101.56 to yield almost exactly 
8 Vi per cent. By the close, 
prices were up by around 40 
pfennigs across the board. 

The September Bund future 
was less active than on previ- 
ous days, with around 30.000 
contracts trading as prices 
stayed In a narrow range. 
Towards the close, the contract 
was trading around 84.70. 

■ In Japan, the auction of 
August bonds was boosted by 
strong demand from foreign 
investors and the cash market 
moved correspondingly higher 
on a mixture of buying and 
short covering. 

The benchmark 119th issue 
was yielding around 7.420 per 
cent at the close In Tokyo 
a g ai n st 7.520 at the previous 
close. The auction had a higher 
than expected average sub- 
scriber yield of 6301 per cent 


BENCHMARK GOVERNMENT BONDS 
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Price 

CRutaga 
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ago 
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UK CULTS 

10090 

4/33 

94-14 

JV32 

12.48 

12.41 

1248 


105£» 

&/B0 

92-13 

-17/32 

TI.B1 

11.75 

1161 


gjooo 

10/08 

84-15 

-23/32 

10.88 

10 87 

10 73 

US TREASURY • 

8.875 

05.00 

102-13 

+3/32 

850 

8.51 

8.53 


8750 

05^0 

101-31 

*8/32 

0 56 

0.54 

0 51 

JAPAN No 118 4,800 

0/99 

85 97C2 

*0.118 

742 

7.27 

721 

No 2 

8.700 

3/07 

89.2467 

-0.138 

7.11 

082 

0.73 

GERMANY 

7.750 

02/00 

85.1000 

+0.100 

550 

8.37 

8.77 

FRANCE STAN 

8000 

02/9S 

96 9732 

+ 0.071 

8.82 

9.86 

1002 

OAT 

8.500 

03/00 

03.5000 

+0.100 

964 

9.53 

8.64 

CANADA * 

8.7S0 

05/00 

94 4500 

+0.050 

10.07 

1060 

10.93 

NETHERLANDS 

9000 

twt» 

101.7800 

+0070 

8.71 

8. S3 

8.91 

AUSTRALIA 

12.000 

7/98 

93.7343 

41.188 

13.21 

13.20 

1360 
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Bahrain banking group in share offering 


By Stephan Fidtor, Euromarkets Correspondent 


OUTSIDE shareholders 
subscribed $300m to an offering 
of shares by Arab Banking Cor- 
poration, the Bahrain-based 
international banking group, 
the bank's chairman said yes- 
terday. 

Mr Abdulla Saudi said that, 
as provided for In the offer doc- 


ument, two eroding sharehold- 
ers - the Governments of 
Kuwait and Libya - would 
take a further S50m of the 
shares. The two Governments 
would have taken a further 
850m if necessary. 

The bank’s third shareholder 
is the government of Abu 


Dhabi, which made no offer to 
enlarge the number of shares it 
holds. The $350m offering was 
the only International share 
offering yet to have been 
launched by an Arab company. 

Mr Saudi said some 3,600 
shareholders had been added 
to the company share register. 
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Sumitomo 
Bank plans 
new US 
subsidiaries 

By Ian Rodger In Tokyo 

SUMITOMO Bank Is Investing 
S320m to set up now invest- 
ment management, leasing 
and securities subsidiaries In 
the US. 

The bank, Japan’s second 
largest in terms of assets, is 
also setting up a US subsidiary 
to manage the three new com- 
panies and two existing ones 
In the United States, Snml- 
tomo Bank Capital Markets 
and Sumitomo Bank of New 
York Trust. 

Analysts In Tokyo said the 
move, which could be followed 
by other Japanese banks, fore- 
shadowed the removal of the 
legal harrier In Japan prevent- 
ing banks from conducting 
securities businesses. Sumi- 
tomo wished to gain experi- 
ence at managing a diversified 
group of financial companies 
together before It became pos- 
sible to do so in Japan. 

In choosing to set op Its own 
investment management, leas- 
ing and securities subsidiaries 
rather than acquire existing 
ones, the bank was also trying 
to avoid the bad publicity that 
tends to accompany acquisi- 
tions of US companies by Japa- 
nese ones recently, analysts 
added. 

Mr Sotoo Tatsuml, presi- 
dent, said the new non-bank- 
ing subsidiary group in the US 
would provide a variety of 
sophisticated financial ser- 
vices which are necessary to 
meet the diversified and glob- 
alised demands of Its clients. 
He added that the Investment 
by the bank in new subsid- 
iaries would “create a unique 
opportunity far Americans of 
outstanding ability to work 
both with the bank’s US and 
Japanese clients.” 

All three would have an 
American chief operating offi- 
cer, and tiw number of Japa- 
nese personnel would be min- 
imised. 

The new management sub- 
sidiary would hold 10 per cent 
stakes In each of the five oper- 
ating subsidiaries, with the 
remainder held by the bank. 

Sumitomo is aiming to set 
up the new firms within the 
year, and has begun the pro- 
cess of applying to the various 
Japanese and US regulatory 
authorities for the needed 
approvals. 

Sumitomo has four 
branches, two agencies and 
one representative office in the 
US. It also owns Sumitomo 
Bank of California and, 
through its subsidiary, Sumi- 
tomo Bank Capital Markets, 
holds an investment of gSOOm 
in Goldman Sachs, the US 
securities group. 

A Sumitomo Bank official 
said there would be no change 
in limitations on the relation- 
ship between Sumitomo and 
Goldman stipulated by the US 
Federal Reserve when Sumi- 
tomo bought Its stake four 
years ago. The Fed was con- 
cerned about potential Sumi- 
tomo Influence over a primary 
dealer. 

However, Sumitomo’s new 
securities subsidiary might 
buy US Treasury bonds on an 
arm’s length basis from Gold- 


Standard 
Chartered debt 
rating lowered 

By Andrew Freeman 

THE debt rating of Standard 
Chartered, the London-based 
international bank, was low- 
ered yesterday by Moody's 
Investor Service. Moody’s dted 
the group’s deteriorating asset 
quality, higher provisions and 
reduced profitability. 

Standard Chartered Bank’s 
long-term deposits and senior 
debt was downgraded from A1 
to A2, while the subordinated 
debt of Standard Chartered pic 
was rated BAA2 from A3. 
Approximately S2bn of securi- 
ties is affected. 

The move caused little sur- 
prise among analysts. Stan- 
dard Chartered has had well- 
publicised problems In recent 
years and is considered vulner- 
able to takeover. But, the dete- 
rioration of Its underlying 
business could deter potential 
predators. 

Moody’s said the bank is 
suffering from regional prob- 
lems because markets such as 
Hong Song, Australia and the 
UK in which it has its main 
operations are facing severe 
economic slowdowns or uncer- 
tainty. These will lead to a fall 
in the bank’s credit quality. 

Standard Chartered also has 
exposure in the troubled prop- 
erty and highly leveraged debt 
markets which will require 
additional provisions, said 
Moody's. 

• Moody’s assigned a Prime-1 
rating to Thames Water, the 
recently privatised UK water 
authority, for its sterling com- 
mercial paper programme. 

• Wardley, a subsidiary of 
the Hongkong and Shanghai 
Banking, will issue call war- 
rants to buy a basket of shares 
In 20 Hong Kong blue-chip 
companies, Reuter reports. The 
three-year warrants will allow 
investors the right to receive 
cash or shares from the issuer. 
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with 

Warrants 

to subscribe for shares of common stock of Kuraray Co., Ltd. 
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Daiwa Europe Limited 


Nomura International 


IBJ International Limited 


Fuji International Finance Limited 
Sumitomo Finance International 

New Japan Securities Europe Limited 
Baring Brothers & Co v Limited 
Chase Investment Bank 
Goldman Sachs International Limited 
Merrill Lynch International Limited 
Morgan Stanley International 
Sanyo International Limited 
Sumitomo Trust International Limited 
Wako International (Europe) Limited 
Yasuda Dust Europe Limited 


The Nikko Securities Co., (Europe) Ltd. 
Yamaichi International (Europe) Limited 

Barclays de Zoete Wedd Limited 
BNP Capital Markets Limited 
Credit Suisse First Boston Limited 
KOKUSAI Europe Limited 
Mitsubishi Finance International pic 
Salomon Brothers International Limited 
J. Henry Schroder Wagg & Co. Limited 
Universal (UJEC) Limited 
S.G. Warburg Securities 
Cosmo Securities (Europe) Limited 
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JOHN FREDERICK POWELL and MiCHAB. 

ANTHONY JORDAN 

JoiM AdmWttradvo Rooohrara 

(Olfloa hOWor noa 240 and 150) 

Cora dairy 
43 TaaplA Row 
Birtolrapiora 
32 5JT 


Naabo d buolnooa; Tranoport 
Trado dtooMcadon: 32 
Dm o of appotomant d told a dn dn lotr tt hw 
ra c ohrara: 6 July 1000 

Nuw af panon appotodog Bw Joint admlnlo- 

tradvo recoNora: Lloydo Bonk p*c 

JOHN FHS>ElflCK POWELL and MKHAEL 

ANTHONY JORDAN 

Jotot Adm tot wr o il»o n o c o W o ra 

(Otoeo bttdor non 940 and 150) 

Cork OuUy 
48 Tampki Row 
Btnoinghom 

82 sjr 


r. 017813 
Nawo d buotnosK Air Tranoport 
Trade cwwtoctttnn: 29 
DMA ef appointment ol JotaJ aOmMstratom 
moohrars: 6 July lBBO 

Name of poraon appointing too John Ad mlnl o. 

trattwo rac oWara : Uoyda Bonk pic 

JOW FREDERICK POWELL and MICHAEL 

ANTHONY JORDAN 

Joint Aitoihiiftradwe Racotvera 

(OtBco hoi dor noo 248 and 168 ) 

Cora Dully 
43 Taranto Row 
Btnntognam 
88 BJT 


■ P UNTIES 


NOTICE a HEREBY OKEN. Ptwauatt to 800 - 
Hon 48(2) Of too tooohroncy Act 1B0S, that a 
m nn d np ol toa untond oradBon d too 
ato*a nomad company ran to hold at Tol- 
tord Mott Housa, r orag o to. ToMort Cattra. 
ToOort. ShropoMra on 2 August 1B00 at 2D0 
pm tor too purpoaa ef t ra tt og laid tola ra R a 
copy of too report praporad by too o ton lo lo 
tratora racahrara undar Socdon 48 of Ito aold 
AcL Tho m ootl n a may. II R Hnha OL ootab- 
Bah ■ muanh too to amretoa too tundlone 
oontorrod on cradltor’a committee by or 
undar too Act 

Cratttora ara only aratdad u vwo to 

(a) tooy harm dal luorad to ua at toa addraaa 
atown b oto w . no bdar than noon on 1 
Augutt 1000. written dotatta oltho dofata 
tooy claim to bo duo to toon bom too 
compa n y, and too claim baa boon doty 
atfenffiod undar Bm prottatona ol Ruto 
3.11 d Bm In ootva n cy ibdaa 1M8; and 

(b) thorn (too boon lodged with ua any 
proxy wNch too cratotor intanda to ba 


Maaaa notoa that toa original proxy i l g o ad 
by or on bohaH of too creditor* must bo 
lodgod at tho addraaa mamtonoto photo- 
copies [Including huad ooptoa) are not 


Dated: ID July UNO 

Ian N Carrutoara and John F Powoll 
Joint Adninlairttlvo Rocttvara 
Cork Quay. 

43 Tamplo Row. 

Bbralnitoam B2 SJT 

BEES SHARE TRUST UMtTED 


R o Bto tor ad number. 2187482 
Nature ol bu tt nooa: Sharo Tmstno'a 
Trado ctaaotocadon; 38 
Data d appolnboant of John 
racohrora: 8 July IBM 
Noma ol poraon appolndng tho Joint odmlnla 
tr ad v o racotvera: Uoyda Bank pie 
JOHN FRTOBMCK POWELL and MXMAEL 
ANTHONY JORDAN 
Joint Admlnlttrative Hoc ol vor* 

JOdlea hnldar noo 848 and UO} 

Cork Oully 
48 Tamplo Row 
Birmingham 
B2 SJT 


RogMorod manboc 188605 

Noturo ol buttnooa: Tranoport 

Trado rtasuWcaBon: 32 

Dtto ot oppobtonont ol Joint adRdnlamdv* 

rocohmra: 8 July IBM 

Nora# d poraon appointing too Job* a rlmtn to 

trattva raottvara: Uoyda Bor* pto 

JOHN FREOBUCK POWELL and MCHAEL 

ANTHONY JORDAN 

Joint AdfflMttnalvo B ocoh rai * 

(Otoe# naMer noo 248 and US) ol Cork Oully 
43 Totnpto Row 
Blmilnghara 
B2 6JT 

WALFORD MARITIME HOUHNQ 
LIMITED 


n apla t orod number 1318808 
Nature d buolnooa 


Trade dMMdUcmtoK 80 
□ate d appol n bnant d Joint adRitatabathm 
r e ccJ voTB 
8 July 1990 

Noma Of poraon appotaHng too Joint i 


Lloydo Bank Pta 

JOHN FREDERICK POWELL and RACHAEL 
ANTHONY JORDAN 
Joint Administrator ftacaivara 
(Otneo holdar noo M and 188) 

Codt Gully 
48 To 


B2 


nrtnphom 


PERSONAL 


DAVD UASBETTVR Bm Opart oho 
eoacn and QoH Wnrtd Magitfn*. c 
moR axetaahra 3 Boy raaMamw 

SS, S" 0 ** * Co»"0to 

Ooi X CouKry Club In Nottt am pia 
2BBh31al July. Lbnttod avaHuiD 
todualua partwB* ot £1.800. Fo 
Intorma tton. phene Michael & 
Dfeocim ol Schoola, on 07*898 1 
260 or lax on 337 36*7. 
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INTERNATIONAL CAPITAL MARKETS 


Madrid suspends matador 
issues to curb peseta 

. By Tracy Corrigan 


THE SPANISH Treasury hag 
suspended new issues of pese- 
ta-denominated bonds by for- 
eign borrowers until Septem- 
ber, in a bid to check the 
strength of the peseta without 
cutting interest rates, accord- 
ing to mar ket participants. 

Spanish Treasury officials 
were unavailable for wirnmprit- 

For most of July, the peseta 
has been trading at the top of 
its range in the European mon- 
etary system. The strength of 
the currency is fuelled by for- 
eign investment in peseta 
assets such as "matador 1 * 
bonds, peseta-denominated 
bonds issued by foreign bor- 
rowers in the Spanish market. 


Avoiding a revaluation of 
the currency and rate cuts. 
Spam's strategy is to “continue 
to intervene to restrain the 
peseta hoping that (it) will 
weaken when the tourist sea- 
son closes in September.” and 
to tighten inward exchange 
controls, according to Mr Wil- 
liam Ledward. an economist at 
the Nomura Research Insti- 
tute. One problem with this 
policy is that Spain already has 
“excessively high foreign 
exchange reserves” of S45£bn 
at the end of June. 

In the bond market, the deci- 
sion to suspend issuance until 
September has further boosted 
demand for existing paper, 


dealers say. The market’s 
small size has already prorod 
insufficient to satisfy demand. 
A lot of paper is tightly held by 
retail investors, further reduc- 
ing the pool of bonds available, 
and Italian Investors have 
recently become active buyers 
of the market, which holds tax 
hp.nofits for thwwi 

Last week's issue for the 
Kingdom of Denmark, the first 
for a sovereign borrower, is 
already trading subs tantially 
higher. The lObn pesetas issue 
of 13% per cent five-year bonds 
is quoted at 102 bid, above its 
101% issue price, and up a 
point from the start of this 
week. 


Ford Australia deal goes well 

By Tracy Corrigan 


FORD Credit Australia's 
A$75m issue of 14 'A per cent 
Eurobonds was considered 
fairly priced, and met steady 
demand from European retail 
investors. 

However, some traders were 
reluctant to take more paper 
on to their books, having 
already adopted long positions 


INTERNATIONAL 

BONDS 


because they are expecting 
Australian base rates to be 
lowered soon. A cut of about % 
point has already been dis- 
counted by the market, traders 
said. 

The Ford deal, swapped into 
floating-rate Australian dol- 
lars, was quoted within two 
point fees at less 1% bid. 

Its performance is likely to 
be further enhanced by any cut 
in rates. 

Although, retail interest is 
generally dwindling as the 
market sinks into its usual 


summer fan, rfwnanH is under- 
pinned by the volume of bond 
redemptions in July and 
August. 

Hie level of reinvestment in 
the sector has risen from about 
25 per cent earlier this year, 
but is still under 50 per cent, 
according to market makers. 
This Improvement has been 
prompted in part by the cur- 
rency’s better-than-expected 
performance this year. 

In the equity-linked sector of 
the Swiss market, borrowers 
and lead managers were 
unable to agree on coupon lev- 
els for two deals due to be 
fixed yesterday. 

Chugoku Marine Faints’ 
SFr80m issue and Canon Sales’ 
SFrSOOm deal both have indi- 
cated coupons of 3% per cent, 
and are trading well above 
issue price. The failure to set 
terms yesterday suggested that 
issuers may be hoping to cut 
interest rates, as the deals 
bave performed welL 

In the dollar equity-linked 
sector, all the deals launched 
since the market reopened 


early this month have had 
fixed coupons, following a con- 
sensus among lead managers 
keen to preserve an orderly 
market. 

Some Swiss banks have fol- 
lowed this example. 

Meanwhile, Furukawa 
launched a SFrlSOm issue of 
bonds with warrants via Credit 
Suisse, which traded at 101% 
bid, above its par issue 
price. 

Elsewhere in the Swiss mar- 
ket Postipankki. the Finnish 
bank, brought a SFr75m issue 
of 7% per cent subordinated 
bonds. The deal represents 
J Henry Schroder Bank’s first 
mandate this year. The issue 
was quoted on full fees at 
less 2% bid by dealers, but at 
less 254 bid by the lead man- 
ager. 

Montreal Trust’s SFrlOOm of 
five-year notes, launched on 
Tuesday picked up some 
ground. 

The issue was quoted at less 
1% bid, up from less 2 bid on 
Tuesday but outside 1% point 
fees. 


NEW INTERNATIONAL BOND ISSUES 

Doiruwr 

AUSTRALIAN OOLLARS 

Amomt m. 

Coupon % 

Price 

Maturity 

Fen 

Book runner 

Ford Credit Austral la(a)+ 

75 

wk 

101 * 

1995 

2/1 >4 

Hambros Bank 

CISC Australia^)* 

60 

8 

81 h 

2000 

2 / 1 14 

Nikko Secs. (Europe) 

SWISS FRANCS 

Furukawa Co.(c )**6 

150 

4 

ICO 

1995 

1 % 

Credit Suisse 

PastlpanfcfcKd}# 

75 

7h 

1013V 

2005 

2 * 

J.H. Schroder Bank 


WWPrlvaM placement «Widi equity warrants. + Final tarns, a) Non-callable. b) Unlisted. Non-callable. c) Cal la be from 
August 1993. d) One call only alter 10 years at par. 


London SE 
proposes 
significant 
rule changes 

By Richard Waters 

LONDON'S International Stock 
Exchange yesterday proposed 
significant changes to the way 
dnpfc market it*****"* is han- 
dled on the days when ftihi rw 

and n jrfVmi contracts fa«d i)n 

stock indices expire. 

Hie changes, pr e sently In the 
tern of a discussion papa:, axe 
intended to prevent a repetition 
of volatility on the Londo n 
stock market on Jane 29. 

Two houses, Goldman Sachs 
and Barclays de Zoete Wedd, 
were responsible for sharp 
swin gs in share prices which 
brought accusations of market 
manipulatio n from others in 
the market, although both have 
this. 

Thp mogt ff ^qlr i^iiy wlal nf the 

proposals would place far 
greater co ns tr a ints on securi- 
ties houses, to prevent them 
from manip ulating die bench- 
mark FTSE 100 during 

the tea-mhmte period when, it is 
liahi g mIhiMhJ for futur e s and 
options settlement. 

The plans include making it a 
breach of ift wita ii p * rules for 
market makers to bid share 
prices up during the expiry 
period If they have long futures 
positinns (or vice versa). 

Another proposal is to force 
firms which have large posi- 
tions to unwind to take gre ate r 
steps to ensure that others in 
the market can actually deal 
with them. Normal market pro- 
cedures would be overridden at 
such times to increase the speed 
at which business is 

Market supervision staff from 
the 1SE and a boose’s own com- 
pliance «i Wi mr would be on ft* 
dealing floor to monitor trading 

at tinunL 

The effects of stock index 
arbitrage are also being 
reviewed, although the 
exchange said it stni believed 
such activity was beneficial In 
p reve n ting anomalies between 
derivatives and underlying cash 
markets. Other p roposa ls are to 
alter the way theFTSE is calcu- 
lated for settlement p ro pose s , 
c hang in g the dates when 
futures contracts expire, and 
issuing “health warnings’’ to 
file public on ex p iry days. 

Submissions must reach the 
committee by 6 August, with 
initial rule changes planned 
hpfflr p tfap futures wpir y 
at the aid of September. 


US thrift in $3bn junk bond sale 


By Janet Bush in New York and Bernard Simon in Toronto 


COLUMBIA Savings & Loan, 
the California thrift which is 
insolvent because of Slbn in 
losses and market declines in 
the value of Its junk bonds in 
recent months, yesterday 
agreed to sell its Junk portfolio 
for $3bn to Gordon America 
LJ*. 

Columbia’s portfolio is 
believed to be worth a little 
under $3 bn at current market 
prices and is therefore by far 
the largest holding by any sin- 
gle savings and loan. 

The sale, which is subject to 
corporate and regulatory 
approvals, proves that there 
axe buyers available for high- 
yield tends. 

This is not only crucial for 
other thrifts which have been 
ordered by the government to 
sell their high-yield holdings 
by 1994 but also for Resolution 
Trust set up by the govern- 
ment to bail-out insolvent 
thrifts and which is now esti- 
mated to hold $4bn in junk 
bonds. 

If Columbia bad attempted 
to sell its portfolio in the open 
market, it would doubtless 


have got a much lower price. 
The sheer size of the portfolio 
would in itself have depressed 
junk prices. 

Gordon America LP. a part- 
nership associated with Gor- 
don Investment Corp (GIC), an 
aggressive merchant bank 
based in Toronto and New 
York, will pay $300m in cash 
and take out a loan from Col- 
umbia in the fbrm of a $2.7bn 
note bearing Interest at a rate 
of 10.5 iter cent a year. 

ha addition, it will pay a foe 
of up to $S0m depending on the 
term erf the loan. 

The terms of the loan 
include a clause providing for 
a default by Gordon. Gordon's 
principal shareholders would 
not be liable, Columbia would 
fairo the junk bo n d s back and 
Gordon would simply lose its 
5300m cash payment. 

Gordon offered the best 
terms of eight bidders, many of 
which were seasoned buyers of 
junk bonds. Interestingly, Gor- 
don’s shareholders are relative 
newcomers to the high-yield 
market. 

Gordon will expect to bold 


on to the portfolio as a 
long-term investment and 
imIw money from ft* mtew *rat 
and principle payable on the 
securities- If it were to try to 
sell the bands in the market, it 
would face the same price 
problems as Columbia would 
have doue 

The deal marks one of the 
rare occasions that To ronto 's 
most aggressive and secretive 
securities firm, Gordon Capital, 
has allowed the spotlight to 
fall on its merchant hanirfng 
arm. 

GIC was created by Gordon 
Capital in 1987 as a means for 
Gordon to make sizeable 
investments without eroding 
Its own limited capital base.. 
Instead, It has tapped a 
blue-chip circle of outside part- 
ners, which include the Kuwait 
Investment Office, General 
Electric Capital, Hutchison 
Whampoa of Hong Kong, 
Japan’s Yasuda Trust and 
Banking. Canadian Imperial 
Bank of Commerce and Holiin- 
ger, the media group controlled 
by fiftrwirtian finanraw Mr Con- 
rad Blade. 


According to one — - 
in the group, the driving force 
in putting GIC together - 
besides Gordon Capital - was 
QBC, Canada’s second largest, 
has a dose and long-standing 
relationship with Mr Li Hash- 
ing; the Hong Kong magnate 
who controls Hutc hison 
Whampoa. Mr Li is the largest 
individual shareholder In 
C2BC. 

GIC has so for had mixed 
results on its ventures. It made 
a handsome windfall early in 
its life by buying and quickly 
reselling a stake in Great 
Lakes Forest Products, now 
part of Canadian Pacific Finest 
Products. 

But an interest In a mid- 
sized Toronto securities firm, 
heavily focused on the retail 
nwrierf, has so for turned out 
to be less rewarding. 

Gordon Capital, with assets 
of about C5L7bn, has on sev- 
eral had its knuckles 

rapped by securities regula- 
tors. It is currently appealing a 
ten -da v trading ban imposed 


Morgan Grenfell in US venture 


By David Lascelles, Banking 

MORGAN Grenfell, the 
merchant bank owned by Deut- 
sche Bank, is teaming up with 
a New York firm, Gleacher & 
Co, to form a joint company 
specialising in international 
mergers and acquisitions, and 
corporate advisory services. 

Gleacher was founded in 
January by Mr Eric Gleacher, 
formerly head of worldwide 
mergers and acquisitions at 
Morgan Stanley, the US invest- 
ment bank. The joint venture 
will be called Gleacher Morgan 
Grenfell and will be based In 
New York. It is subject to regu- 
latory approval. 

Morgan Grenfell, one of the 

limiting iuwim On th#> London 

merchant hanking market, is 
now responsible for the devel- 
opment of Deutsche Bank's 
mergers and acquisitions busi- 
ness. Both Gleacher and Mor- 
gan Grenfell intend to conduct 
all their US M&A and corpo- 
rate advisory services as well 
as cross-border transactions 
between the US and the rest of 
the world through iL 

Mr John Craven, the chair- 
man of Morgan Grenfell, said 
the arrangement would «mahu» 
his bunk to hanHln top daSS US 


Editor 

deals which it had previously 
not been able to do because of 
inadequate representation on 
the US market. He said the 
best way to approach the US 
was by Unking with a local 
partnership rather than buying 
a firm outright. 

Mr Gleacher said he was 
glad to team op with some of 
Europe’s most knowledgeable 
and experienced financial pro- 


Six Japanese banks 
will lend Australia’s 
state-owned Qantas 
Airways $62m to help 
finance purchases of 
aeroplanes using a 
leveraged lease, 
maturing in 2002, 
Reuter reports. Dai-1- 
chl Kangyo Bank wifi 
act as lead manager. 


fesstonals while retaining bis 
firm’s entrepreneurial size and 
focus on M&A work. He said 
the partnership would be of 
partirolar value to US compa- 
nies seeking European invest- 


ment, and European companies 
mating large acquisitions in 
the US. 

Both Gleacher and Morgan 
will contribute to the running 
costs of the firm, and will 
share In its profits according to 
a formula based on who origi- 
nated particular dealsandwho 
executed them. Representa- 
tives of Morgan and Deutsche 
Bank will join the board-of 
GMG, and Mr Gleacher will 
join Morgan’s board. The two 
firms will also swap staff. 

The deal is understood to 
have been farffistiM* by Morgan 
Grenfell at the time when Mr 
rttoarfiPi- left Morgan Stanley 
last winter to set up his own 
business. Gleacher & Co has 
about 20 employees, some of 
thom gflip fo rmer Morgan Stan- 1 
ley professionals. One of ft* 
largest deals it advised on was 
the acquisition by ConAgra of 
the Beatrice Co mpany from 
buy-out specialists KKR. 

Hie link-up is the latest of a 
series of trans-Atlantic alli- 
ances involving corporate 
finance boutiqnes. In April, 
Hambro Magas of London 
joined forces with the Black- 
stone Group of New York. 


International 
Greek fund 
launched 

By Antonia Sharpe 

BARING SECURITIES is set to ; 
launch today its Greek Prog- 
ress Fund, the first closed-end 
company to be marketed to . . 
both international and Greek - 
Investors. 

It aims to achieve its perfor- . 
mance by taking equity stakes 
in companies prior to their list- 
ing on the Athens . Stock 
Exchange. 

The total size of the fund 
will be up to Drl2,4Q0m ($75m) 
and the subscription period . 
runs until August 17. 

A significant sum has . 
already been pledged from UK, . 
US and French institutions and 
$15m wffl. be placed with Greek ' 
investors. 

Under: Greek law, invest- 
ment companies can invest up 
to 20 . per cent of their 
paid-up capital in unlisted 
securities. ... 

The Fund will be- taking an - 
active role in thin so-called. : 

‘ Ww .anlni* finanring , espe- " 

dally now that many Greek , 
banks have reached their 
celling for contingent liabfLi- ” 
ties. 
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EQUITY GROUPS 

ft SUB-SECTIONS 

Figures in parentheses show number of 
stocks per section 
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Jul 

24 

Mon 
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23 

Fri 
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Year 

ago 
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Index 

No. 

% 

ESL 

Earnings 
Yield % 
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Gross 
Oh. 
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(Act at 
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ESL 

P/E 

Ratio 

(Net) 

xd ad i. 
1990 
to date 
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No. 

Index 

No. 

Index 

No. 

Index 

No. 













2 

Building Materials (26) 

1121.26 

-03 

13.63 

537 

9.06 

30.01 

1122.08 

111338 

112868 

121150 

3 

Contracting, Construction (36) 

1438.27 

+0.4 

1653 

5.72 

7.87 

35.78 

1432.02 

142052 

1444.49 

161516 

A 

Electricals (10) 

2438.55 

«3 

11.77 

5.46 

10.46 

61.43 

2432.28 

2435.71 

2449.50 

292926 

5 

Electronics (26) 

1796.95 

-08 

1054 

4.47 

1242 

51.42 

1812.29 

1826 08 

185383 

225895 

6 


461.88 


14.06 

5.09 

8 48 

10.74 


468.79 

47516 

0.00 

7 


49282 

+0.4 

1208 





8 

Metals and Metal Forming (6) 

491.18 

-0.6 

2151 

6.84 

5.18 

16.68 

494.06 

490.80 

49650 

52503 

<; 

Motors (13) 

353.25 

+0.6 

15.98 

6.62 

7.28 

9.81 

35L28 

349.® 

35555 

344.43 

1C 

Other Industrial Materials (23) 

1574.12 

-LI 

11.07 

5.07 

10.43 

39 22 

1590.96 

15BL41 

161202 

167846 

21 

CONSUMER GROUP (179).. 

1313 14 










22 

Brewers and Distillers (22) 

1629-34 

-0.4 

9.35 

358 

1285 

30.46 

163521 

1638.67 

165055 

142439 

25 

Food Manufacturing (20) 

1102.42 

+0.4 

1031 

430 

1201 

23.19 

1090.00 

1098.83 

1111.79 

119114 

26 

Food Retailing (16). 

2614.11 

+0.9 

8.69 

3.15 

14.73 

40.59 

2591.06 

2578.98 

2608.92 

2489.79 

27 

Health and Household (15) 

2570.13 

+03 

6.73 

270 

17.66 

25.21 

256257 

2574.66 

2623.70 

231359 

29 

Leisure (33) 

145L79 

+0.6 

9.99 

4.26 

1220 

34.00 

1443.63 

144295 

146L42 

1716.15 

31 

32 

Packaging & Paper (12) 

610.82 

3410.54 

+03 

-1.1 

10.85 

1055 

5.63 

5.41 

1133 

1L84 

1294 

105.00 

608.83 

60911 

61757 

601.67 

34 

Stores (34) 

825.41 

+0.7 

10.72 

456 

1208 

16.49 

819.45 

AM. 14 

827.73 

86437 

35 

Textiles (11) 

495.78 

+0.8 

1242 

7.25 

10.16 

18.26 

49L69 

48921 

493.46 

556J4 

40 


151435 

+13 


107 

1053 

25.61 

116835 

117452 

119808 

1179.25 

42 

Chemicals (23) — 

1269.97 

-0.7 

1LI0 

523 

1034 

31.% 

1278.77 

1283.94 

1296.45 

1311-36 

44 

Transport (13) 

2359.17 

+03 

10.43 

439 

1218 

4933 

2346.91 

2329.49 

2358.96 

2467.23 

46 

Telephone Networks(2) 

1193.81 

-0.1 

1L23 

4.72 

1158 

26.09 

1195.44 

118763 

122915 

1075.73 

47 

WaterflO) 

1977.19 

+L1 

16.23 

6.85 

6.89 

68.12 

1955.05 

1915.60 

191L97 

0.00 

48 

Miscellaneous (27) 

1774.73 

-0.2 

1242 

5.06 

9.17 

41.95 

1778.01 

1790.05 

1819.63 

203959 

49 

INDUSTRIAL GROUP (460) 

117132 

+0.1 

10.77 

457 

1134 

24.98 

1170.20 

117255 

1190.64 

120320 

"51 

Oil & Gas (20) 

2421% 

+0.6 
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TRADITIONAL OPTIONS 


Fret Dealings July 16 for rate indications see end ot 

Last Dealings July 27 London Share Service 

Last Declarations Oct. 18 Calls in Aviva Pat, Aberfoyla. 
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LONDON TRADED OPTIONS 


THE FUTURES market set the 
pace for UK equities during the 
first half of the session yesterday, 
while in the t raded options market 
a decline in BTR shares spurred 
activity on. 

The September FT-SE 100 index 
contract began the day strongly 
after Wail Street closed above its 
lows. At one stage, the gap 
between the futures and the 
underlying FT-SE Index was 70 
points, boasting the cash market. 

But during the afternoon, the 
futures market fell back as Wall 
Street traded uncertainly. The 
market was also concerned by 
the decline In sterling and UK 
government bonds, which were 
reacting to worries over the out- 
look for Inflation- 
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September dosed at 2,423.0, up 
5.0 on the day. Its premium to the 
cash market finished unchanged 
ended at 59 points, with 35-40 
points of that being a calculation 
of future dividend payments and 
financing costs. 

In the traded options market 
dealing remained subdued due to 
the lack of volatility In the stock- 
market since Ha sudd an drop on 
Monday. This was reflected in the 
FT-SE index options, which traded 
3,684 contracts compared with 
7,503. Yesterday's FT-SE index 
total was divided between 1.836 
calls and 1,748 puts. The July 
2,350 puts were busiest, trading 
564 lots. 

Total market turnover stood at 
27,617 lots, compared with -80,720 
calls ran 
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hi the previous session. Yestar- > 
day's total was divided between . 
1 8,727 catta and 8£90 puts. 

BTR was . the busiest stock ' 
option as the underlying socuri- - 
ties fed 15 to 400p in busy trad- 
!ng. . A total of 2^63 contracts 
changed hands, of which 1.796 
were calls and-627 were puts. , . 

■ The August 420 calls were the 
busiest, trading 800 lots. - 
- After fts-sharp decline on Tuee*-.. 
day, Reuters remained actively 
traded. Trading was -boosted by ^ 
one securities house which the 
October 1100 calls, sold the Octo- 
ber 1160 calls and bought the . 
October 1200 calls. 

Turnover was high in BP as 
worries remained about lanalon 
in the Middle East 
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Hepworth drops 6% to 
£50m in housing decline 
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By June Adler 

HEPWO&THL the building 
materials and home products 
erouo. limited rho damn,** of 
the housing downturn with a 
pre-tax profit fall at ft per cent 
to E50J2SB fan the six months to 
June 3& 

Turnover rose by 8 per cent 
to £33&81m, Although this tru 
wholly accounted for by two 
months' sales from Saunter 
Duval, the French gas hotter 
maker bought Tor £!5&m. Sau- 
nter's profit contribution was 
£2.2m and tho interest charges 
associated with the purchase 
amounted to ciam- 

Mr Sinclair Thomson, chief 
executive, said pretty awful 
conditions had been experi- 
enced by the housing-related 
(?ubsldiarlti5. Housing starts 
had been 29 per cent down on 
the first half of last year and 
house moves had plummeted 
by 45 per cent - 

Home products, -which 
includes domestic boilers (nut 
Saunter). bathrooms and doors, 
saw Its operating profit fail by 
20 per cent to £8m. About 30 
per cent of the division's work 
was related to new building 
and the rest to repairs and 
improvements: both had fallen 
rather than the latter showing 
a compensatory increase. ' 

At the heavier end of the 
business, there had been a 
slow deterioration. The build- 
ing products division, which 
Includes drainage pipes, main- 
tained operating profit at 
£20.7m. 

Refractories, typically heat 



Sinclair Thomson: pretty 
awful conditions experienced 

deflectors for the steel indus- 
try, saw 9 per cent sales 
growth to 557.9m, but a profit 
decline to £l2.3m (£02.7m). in 
the minerals and chemlcais 
division, which supplies indus- 
trial sands to the glass and 
foundry industries, profit 
slipped by 4 per cent to £9.1m. 

Mr Thomson said the group 
had two main cushions against 
difficulties in UK: overseas 
earnings and cost cutting. 

In the second half, exports 
and overseas subsidiaries 
would contribute more than 40 
per cent of sales and about 35 
per cent of profit. This com- 
pared with 28 per cent and 22 
per cent respectively m 1989. 


Cuts had included reducing 
the number of employees from 
an average of 10.MQ last year 
to 9,900 last month. Sites were 
being closed at Saunter's UK 
subsidiary and through integ- 
rating Clow worm and Par- 
kray. Capital spending was, 
however, likely to rise to E48m 
this year, against £30m last. 

After the Saunier acquisi- 
tion. gearing shot up Tram 4 to 
67 per cent. By June 30, it had 
come down to 53 per cent. 

Earnings per share declined 
to 1653p (17.97p). The interim 
dividend is being increased to 
55p (5.15p). 

• COMMENT 

Come the autumn, Hcpworth's 
speedily Issued interims might 
seem like a beacon of resil- 
ience. The problem is that no 
bousing upturn is in sight to 
offset the commerciai/mdus- 
trial deterioration. In Hep- 
north’s favour is its strong 
management, as shown by its 
shrewd spending (on Saunier 
and capital projects) and cool 
cutting, including imminent 
disposals in the industrial 
products division. A sign of the 
tight financial control is that 
interest payments excluding 
the Saunier debt were a mere 
£200.000. A full-year pre-tax 
profit of between £95m and 
ElOOm gives a prospective p/e 
between 9 and 10 on the clos- 
ing price of 303p. You'd be con- 
gratulating yourself if you had 
bought at 240p in April. It is 
still worth holding os a quality 
stock in a beleaguered sector. 


Decline in all main divisions 
caused 47% drop at Savills 


By David Barehard 

PRE-TAX profits at Savills, 
the estate agency and char- 
tered surveyor, plunged 47 per 
cent, from £&52m to £3.48m, In 
the year ended April 30 1990. 

The group is one of the most 
diversified estate agencies and 
till now has fared better than 
many of its competitors. 

Earnings per share were 
halved to 6p. The final divi- 
dend. is unchanged at 2.625p 
for a maintained total of 3.7Sp. 

All the main divisions 
showed reduced performances, 
with the residential side mov- 


ing into loss for the first time 
ever, reported Mr George Inge, 
chairman. It lost £494,000 on 
turnover of £7 5m. compared 
with a profit of £S24,000 on 
£&57m in 1989. 

The commercial division 
saw a 24 per cent fall in profits 
to £256m (£3.87m). with most 
of the decline coming in the 
second hall. 

Income from agricultural 
plunged 38 per cent to £784,000 
(£1.2?m) largely because of a 
slowing down in the develop- 
ment land market, but turn- 


NFC makes acquisition in US 


NFC, the freight group. Is 
buying Minute Man Delivery 
Systems, aBoston-based distri- 
bution company, for S30m 
(£16.59m) and up to 67.5m more 
depending on earnings. 

Minute Man will become 
part of NFC's Exel Logistics 
subsidiary which is the largest 


public warehousing operator in 
North America. 

NFC said that Minute Man, 
which made pre-tax profits of 
S2.8m on turnover of S2U2m in 
1989, would considerably 
increase Kiel’s share of the 
North American distribution 
market. 


over was up 12 per cent. 

• COMMENT 

In the feast and famine world 
of estate agencies, Savills ’s 53 
per cent increase in pre-tax 
profits in 1989 has been con- 
verted into a 47 per cent fall 
this year. The losses from its 
up-market residential division 
are modest by comparison 
with those of Its competitors, 
and it even managed to stay in 
profit on the London 
operations. The deterioration 
of the performance of its com- 
mercial and agricultural divi- 
sions is not surprising, but it 
is worrying that so much of it 
seems to nave been packed 
Into the second half. The 
remainder of 1990 looks fairly 
bleak until Interest rates fall. 
With a small network of 28 
branches and some diversifica- 
tion outside the UK, Savills 
looks as well set to ride out 
the storm as its competitors. 
But it admits the going will be 
tough. 



North 

West 

Water 


.Welcoming shareholders to their company's first Annual General 
Meeting. Chairman Dennis Grove said: 

• “We have made excellent progress in the private sector with 
strong results for the year. 

In the first three months of this year, performance has been well 

up to expectations. 

We are developing carefully and selectively our other business 
activities, concentrating on our strengths. 

We are confident that we can meet the increasing standards that 
are rightly being demanded. * 



Dennis Grove 
Chairman 
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BDDP may 
gain 49.9% 
of Broad St 
with no bid 

By Clay Harris, Consumer 
Industries Editor 

BOULET DRU Do pay Petit, the 
Preach advertising agency, 
may see its shareholding is 
Brood Street Group rise to 49.9 
per coat by next summer with- 
out having to make a full take- 
over bid for the quoted public 
relations company. 

Broad Street yesterday dis- 
closed the imminent Increased 
ownership role of BDDP. 
which holds 29.9 per cent at 
present, and gave details of a 
rights Issue which will allow It 
to proceed with the restructur- 
ing of Its PR agencies. 

The Takeover Panel has 
waived the requirement for a 
full bid, conditional on a poll 
of the 40 to 45 per cent of 
current Broad Street share- 
holders deemed to be -inde- 
pendent". Directors Mr Brian 
Basham and Mr Michael Pres- 
ton are thought to be acting in 
concert with BDDP. 

The French company stands 
to acquire more shares In two 
ways. It has agreed to buy hair 
of any shares to be issued In 
deferred consideration for 
Broad Street’s purchase of the 
Lynne Franks PR agency. 
BDDP will subscribe for half 
of the 4.09m such shares to be 
Issued this year and has 
agreed to do the same in 1991 
if Franks again meets earn-out 
targets. 

It is also standing behind 
most of yesterday’s rights 
issue. Shareholders will be 
offered one share at 18p for 
every four already owned. The 
issue alms to raise £1.2Sm for 
Broad Street and £280,000 for 
executives of the City PR 
agency Financial Dynamics, as 
part of the group’s early settle- 
ment of deferred performance- 
linked payments. 

The cash call Is not conven- 
tionally underwritten but 
BDDP has agreed to subscribe 
for any of the 8.6m shares in 
the main part of the issne 
which other shareholders do 
not take up. The Financial 
Dynamics executives wifi simi- 
larly retain any of their 1.56m 
shares shunned by other 
shareholders. 

Although the latest plan 
leaves unchanged at £4.93m 
Broad Street's total deferred 
payments for Financial : 
Dynamics, the terms have 
been altered in several ways: 

# Broad Street is bringing 
forward the finishing line 
from Xnly 1991, declaring that 
Financial Dynamics would 
meet the target* In the absence 
of unforeseen circumstances; 

• Financial Dynamics’ ven- 
dors are getting some money 
early. Including £2.5m in loan 
notes, but they will have to 
wait longer for the rest, and It 
wifi come as shares. The num- 
ber of shares to be Issued Is 
capped. 


Narrow boundaries confine investigation 

Paul Abrahams examines the MMC green light for British Airways 


T HE Monopolies and 
Mergers Commission 
inquiry into the cre- 
ation of Sobena World Airlines, 
the joint-venture between Brit- 
ish Airways, Sabena and KLM 
Royal Dutch Airlines, was 
launched in March after objec- 
tions to the deal from a num- 
ber of competitors. 

The competitors included the 
UK airlines, British Midland 
Airways, Air Europe, Air UK, 
and Don Air as well aa TEA. 
the largest privately-owned 
charter company in Belgium. 

However, the scope of the 
Investigation into SWA was 
always confined within narrow 
boundaries. The MMC con- 
cluded that the main effects of 
the deal lay outside the UK 
and beyond the MMCs juris- 
diction. 

The MMC therefore only 
examined the effects of SWA’s 
creation on competition 
between the UK and Belgium 
and particularly on the London 
Heath row- Brussels route. BA 
and Sabena are presently the 
sole operators between these 
two destinations. 

Although the report con- 


cluded that competition 
between the two airlines on 
die Heathrow-Brussels routes 
was less than vigorous, it 
argued that the ability of the 
airlines to raise fares in an 
unfair manner was already 
controlled by the Civil Avia- 
tion Authority. Last year, the 
CAA refused airlines permis- 
sion to raise prices on 90 lares 
to 26 countries. 

The MMC also pointed out 
that if fares between Heathrow 
and Brussels were raised too 
high, British Midland Airways, 
which is the UK’s wwwi larg- 
est scheduled carrier and 
has a licence to operate 
the route, would enter the mar- 
ket 

The MMC therefore decided 
that the creation of SWA was 
unlikely to lead to any 
si gn i fi c a nt changes in competi- 
tion between BA and fiahena 
on the Heathrow-Brussels 
route. 

The creation of SWA was 
also unlikely to reduce compe- 
tition on other Belgium-UK 
routes, according to the MMC 
report. It pointed out that 
there was no congestion at 


either Manchester or Birming- 
ham airport, from which both 
BA and Sabena now operate 
services. The lack of conges- 
tion meant there was no bar- 
rier to entry for other airlines 
on these routes. 

The MMC suggested that it 
would be the role of the CAA 
to handle the eventuality of 
BA creating unfair competition 
by offering SWA slots at 
Gatwick. 

T he advantages of setting 
up a hub and spoke 
regional airport system 
based at Brussels’ Zaventem 
airport would be considerable, 
according to the MMC report. 

SWA plans to link the major- 
ity of European provincial 
cities with a population of 
more than 500,000 inhabitants 
by 1995. The company hopes to 
operate three nights a day 
from the Zaventem hub to des- 
tinations less than two hours 
from Brussels, and twice daily 
operations to more distant 
points. This would mean con- 
nections would be created 
between some 2,000 city pairs, 
presently with non-existent or 


inadequate services. 

According to BA, the addi- 
tional use of regional airports 
would reduce passenger traffic 
growth at Heathrow by about 5 
per cent by 1994. 

The report also concluded 
that the proposed long-haul 
operations between the three 
airlines should increase choic e 
of services and provide extra 
services to inter-continental 
destinations for UK residents, 
particularly for passengers 
wanting to travel from regional 
airports such as Manchester 
Glasgow and Edinburgh. 

SWA plans setting up flights 
from Brussels to Los Angeles 
and Toronto via Manchester, 
for example. 

It was noted by the MMC 
that tlx* European Commission 
was examining the creation of 
SWA, in which BA and KLM 
have each taken a 20 per cent 
stake with the remaining 60 
per cent held by Sabena. The 
report said that any changes 
imposed by the European Com- 
mission could not be foreseen 
at this stage and that it would 
not be useful to speculate on 
them. 


Aegis rises 58% to £34.6] 


By David Churchill 


in six months 


AEGIS, the media buying, 
marketing and communica- 
tions group, yesterday cele- 
brated Its first set Of Interim 
results since changing Its 
name from the WCRS Group 
earlier this year by announc- 
ing a 58 per cent gro w t h In 
pre-tax profits to £S4Am for the 
six months ended 30 June 1990. 

Following the change of 
accounting year, the compari- 
son Is with the unreported first 
six months of 1989 when pre- 
tax profit was £21J3m on turn- 
over of £247,38m. 

Turnover in the first half of 
1990 was £764,67m. 

Earnings per share are up 31 
per cent at 17.5lp (fully 
diluted) while the interim divi- 
dend is 2.75p. The last Interim 
dividend of 165p was declared 
In March last year for an 
eight-month period ending 
December 1988. 

The name change from 
WCRS to Aegis in March this 
year reflects the restructuring 
of the company from a full-ser- 
vlce advertising agency based 
in the UK to a predominantly 
media-buying company spread 
across continental Europe. 

Carat, Aegis's operat- 
ing subsidiary. Is a ipariiTig 
player In Europe in media 
planning busring. This 
Involves researching and fifty- 



Tony Andrews 

Peter Scott Carat agreement had begun to be Implemented 


ing advertising media for 
advertisers and their a gmripA 
at the most effective rates. 

Carat is benefiting from the 
growth of broadcast media 
throughout Europe, such as 
thrpp new television gfattinna in 
Spain, cable television expan- 
sion in West Germany, and the 
new European newspaper. 

Mr Peter Scott, Aegis chair- 
man and chief executive, said 
yesterday: "Our strategy for 
developing Carat la based on 
t he b elief that with the 
Increased supply complex- 
ity of media, particularly 


Murray Smaller assets static 


Eurray Smaller Markets Trust 
sported net asset value of 
KL4p at May 31, against 2SL9p 
year earlier, bnt little 
hanged on the 282£9p at the 
nd of November. 


In the year to the end of 
May, net revenue was £2D4m 
(£L89m) far earnings per share 
of 3.6lp (3S4p). There is a final 
of R2p for a total ofS^p (2.65p). 


broadcast media, advertisers 
wiB need the services of media 
specialists to ensure cost effec- 
tive use of their advertising 
budgets.” 

Carat is developing increas- 
ing links with Aegis subsidiary 
PNL a sports sponsorship and 
events management group 
involved in developing soccer 
in the US and baseball to an 
international audience. 

Mr Scott added that the 
agreement reached late last 
year for Carat to act as the 
media planner and buyer for 
.the Eurocom agencies in 
Europe had begun to be Imple- 
mented with the exception of 
France, where Government 
approval is awaited. A derision, 
is expected in September. 

Aegis is still pressing ahmil 
with plans for a listing on the 
Paris stock market and hopes 
to have a dear indication of 
the listing date by the autumn. 


As part of its policy of reduc- 
ing debt levels, the company 
has sold an office building in 
Paris for film. 

Mr Robin Wight and Mr 
Andrew Rutherford, two of the 
founding directors of WCRS, 
have resigned from the board 
along with two others: Mr 
George Magan and Mr Simon 
OLswang. 

•COMMENT 

The transformation of the 
old WCRS advertising agency 
into a pan-European media 
planning and buying group bag 
won the approval of analysts 
who a year ago were uncertain 
about the direction the com- 
pany was headed. Media buy- 
ing, however, may still be 
novel enough to capture the 
interest of investors searching 
for a glamour stock from a sec- 
tor which is looking distinctly 
bearish in the face of the 
down-turn in the UK's con- 
sumer spending. Aegis's great 
strength, of course, is the fact 
that some 90 per cent of its 
activity is in continental 
Europe where advertising is 
still relatively immature and 
economic growth rates gener- 
ally hi gher than in the ilk. Its 

problem now is that competi- 
tion, especially in the impor- 
tant French market, from other 
media buyers may put a brake 
on some of its profitable 
growth. The City remains 
bullish about the group's 
Immediate prospects and is 
looking for about £7Qm from 
the foil-year, giving a prospec- 
tive p/e at yesterday’s dosing 
price of 274p (up2p on the day) 
of Just under 9. 


NEWS DIGEST 


Northamber 
falls 38% 
to £3.8m 

NORTHAMBER, the supplier 
of computers, computer print- 
ers and peripheral products, 
has reported the first decline in 
its full-year profits since it was 
founded In 1980. 

Taxable profits fell 38 per 
cent to £3£lm (£&16m) in the 
12 months to April 30; in the 
first half profits declined 21 per 
cent to £2. 15m (£2.72m). How- 
ever, turnover in the year 
advanced from £l01.95m to 
HlOJMm. 

Mr David Phillips, chairman , 
said that, despite a rise in unit 
volumes, prices had remained 
under considerable pressure. 
He added that, apart from the 
large corporate budgets, mar- 
ket conditions bad become pro- 
gressively more difficult and 
that the second half and, in 
particular, the spring - which 
traditionally produced the 
industry’s major contribution 
to profitability - bad been hit 
by last October’s base rate 
increase. 

After tax of £L.33m (22.17m), 
earnings tumbled to 13.9p 
(ZL9p). 

However the proposed 
annual dividend is lifted 26 per 
cent to 2£p (2p), reflecting, the 
company said, the strength of 
the balance sheet and the 
board’s confidence in the 
future. 

Bimec makes triple 
purchase for £5.2m 

Bimec Industries, the 
USM-quoted pollution control 
and treatment group, has 
announced the acquisition of 
three complementary busi- 
nesses for an aggregate consid- 
eration of £5£m to be satisfied 
by a mixture of cash, loan 
notes and new ordinary shares 
in Bimec. 

The business and assets of 
Coraercroft will be acquired 
for an initial £2. 15m in cash 
and £lm in new ordinary 
shares and will be integrated 
with Bimec’a aerospace tech- 
nology division; while Eta Pro- 
cess Plant and Talbotbest will 
be absorbed into the pollution 


control and environmental 
bufldiiig services respectively. 

Kleinwort Benson has agreed 
on behalf of the vendors of Eta 
to purchase or procure pur- 
chasers for 2.4m new ordinary 
Bimec shares at 60p, and on 
behalf of Bimec a further 3JLm 
ordinary shares also at 60p. 

Bimec, which saw taxable 
profits rise to £2.77m (£704400) 
In the year to March 31, is 
planning to join the main mar- 
ket in the near future. 


Slight increase in 
Hotspur In vs’ nay 

The net asset value of Hotspur 
Investments, known until May 
2 as The British Kidney Patient 
Association Investment Trust, 
stood at 310p at June 30, a frac- 
tional increase over the 307 JBp 
reported at the corresponding 

Hate Inat til l 1 ** . 

The company, which in April 
accepted the offer by the trust- 
ees of the 7th Duke of Nor- 
thumberland’s Will Trust, had 
net revenue of £55,202 (E4&313) 
or earnings of 8.93p (6.85p). 
There is no Interim dividend 
(4p), though a special of lOp 
was paid in ApriL 

Interest charges 
hit Dares Estates 

More than doubled interest 
charges took a large slice out 
of pro fits of Dares Estates and 
as a result, pre-tax figures of 
this property Investment and 
development group foil over 34 
per cent from ETLSRm to £3 .66m 
in the six mnnihn to June SO 
1090- 

With after-tax earnings per 
share down from L24p to LQ2p, 
the interim dividend has been 
halved to 02Sp (05p). 

Interest payments jumped 
from £2.im to £4J3lm. The 
directors said yesterday they 
could see tittle prospects of an 


early improvement hi the prop- 
erty market until interest rates 
foil or stabilised. 

In the meantime, they did 
not intend to embark upon any 
new developments and would 
concentrate on maintaining 
the group's financial stability. 
While the level of rental 
income was continuing to 
increase, they said overall prof- 
its for the year were f 
upon refttitotions, the i 


which could not be reliably 
projected. 

An extrao r di nary charge of 
£887,000 this time, related to 
discontinued residential devel- 
opments. 

Greenwich Res loss 
dipped to £819,000 

Although operating <w««wa at 
Greenwich Resources fell sub- 
stantially, the gold and pre- 
cious stones mining group was 
able to cut pre-tax loss from 
£911,000 to £819,000 in the six 
months ended March 31 1990. 

Operating income fell to 
£89,000 (£424^)00). The contribu- 
tion from United Goldfields, 
the Australian subsidiary, was 
halved to £203^00 because of 
processing lower grade mate- 
rial and stripping operations to 
access new higher grade 
reserves at the Paddington 
mine. 

Full benefit of the higher 
grade ore was not available for 
two months, but production is 
now baric to normal. 

However, interest received 
surged to £361,000 (£73,000) 
while amortisation of mineral 
properties of £532,000 this time 
was offset by there being no 
reorganisation costs, against 
£560,000. 

In Venezuela the pilot-pro- 
cessing plant’s treatment rate 
had increased steadily, with 
gold production rising from 
lkg to 3kg per month. Sales of 
the gold made an important 
contribution to exploration 
costs. 

Loss per share for the half 
year was 2J>p (2JpX 

Trading up to £0.4m 
at Brit Bloodstock 

British Bloodstock Agency 
made a pre-tax profit of 
£352.000 in the year ended 
March 31 1990, which all camp 
from trading. 

It compared with £450,000 
last time . That inclnded excep- 
tional items and only £80,000 as 
trading profit 

Ur Michael Wates, chair- 
man, said considerable prog- 
ress was made in redndng the 
cost base which must “stand 
us Is good stead” for the 
future. Moreover, £82,000 of 
non-recurring expenditure was 
absorbed, which related to the 


closure of the stud and the 
move from London to Lam- 
bouzn. 

The group increased commis- 
sion earned on bloodstock 
transactions by 13 per cent, in 
spite of their being no signifi- 
cant growth in worldwide 
bloodstock values. 

BBA Insurance Services 
exceeded expectations in its 
first full year's trading. 

Gross revenue, representing 
the amount invoiced to clients 
for bloodstock sales and other 
agency services, rose 32 per 
cent to £62.72m (£47.6m), while 
turnover, being commissions 
and fees on services provided, 
increased 21 per cent to £6. 12m 
(£&07m). 

Earnings per share were aip 
(10.1p), and the final dividend 
is 6£p for an unchanged total 
cf&ap. 

Hunter Sapbir polls 
out of St Albans 

Hunter Saphlr is selling its 
contract distribution business 
of Hunter Distribution at St 
Albans, Herts, for £8.45m cash 
to Northern Foods, and will 
use t he proceeds to reduce bor- 
rowings. 

Following the recent sale of 
the Northfleet contract distri- 
bution business, the latest dis- 
posal represents the final step 
in the withdrawal from the 
increasingly specialist business 
of third psrty contract distribu- 


tion. 

The Hunter Saphir group 
strategy is to focus on three 
areas of activity - fresh pro- 
duce, herbs and spices, and 
speciality food manufacturing. 
The sale is subject to share- 
holders approval at a forthcom- 
ing EGM. 

On current trading, the 
dire c tors said the group turn- 
over and operating profit were 
ahead of plan. 

Broadcast Comms 
slips to £335,000 

Broadcast Communications 
made a pre-tax profit of 
£335,000 for the nine months 
ended March 31 1990, compared 
with £454,000 in the previous 
foil year. 

The profit was after £31,000 
compensation paid to former 
directors and associated legal 
costs. Last September, the 
Guardian and Manchester 
Evening News increased its 
stake to over 90 per cent of the 
capital. 

Turnover for the period was 
£4. 38m (£5. 05m). The profit 
split showed corporation com- 
munications services £125,000 
(£107,000) and TV programming 
£210,000 (£347,000). Earnings 
were 6.6p (8-8p). 

The company has acquired 
Hawkshead, an independent 
TV production company, for an 
initial £450,000 - £430,000 in 
cash and £20,000 loan notes. 


PUBLIC WORKS LOAN BOARD RATES 
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’Non-quota loans B are 1 per cent higher In each case than non-quota 
loans A. tEqual Instalments of principal, ft Repayment by half-yearly 
annuity (fixed equal half-yearly payments to include principal and 
I n te r est). § WHh half-yearly payments of interest only. 
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UK COMPANY NEWS 


Lasmo lifts net 
profit 17% on 
flat oil prices 



. : 7w^-;vf 


By Clare Pearson 

LASMO, the independent oil 
company, yesterday reported 
profits after tax up 17 per cent, 
from £27£m to 232.4m, in the 
first half of 1990. 

The annooncemaat came as 
intensified tension between 
Opec producers Iraq and 
Kuwait provided a boost for 
the oil sector. Lasmo’s shares 
at one stage topped 450p but 
dosed 3p down at 445p. 

Mr Chris Green tree, chief 
executive, said the first-half 
profits uplift was achieved on 
roughly fiat of 1 prices, with the 
Brent ofl. marker price averag- 
ing about J17.73 per barrel. 

However, he was looking for 
a rising trend in the price dur- 
ing the second halt It could 
average about 519.5 during 
1991, be said. 

The first half result was gen- 
erated on turnover of £151m 
(£112m). Earnings were 8J2p 
(7.5p) and the interim dividend 
is being increased by 10 per 
cent to 2 L 2 p (2p). 

The company said it was 
confident of meeting its self-set 
target of doubling 1989 produc- 
tion levels, 71,800 barrels 


equivalent per day, within the 
next five years. During the 
first half it achieved 81,700 
boepd. 

Capital expenditure was 
expected to double this year 
from 1980’s £l42m. During the 
first halt Lasmo spent £46.7m 
(£29. 7m) on exploration and 
appraisal and £62L3m (£27 Jm) 
on production and develop- 
ment. 

Lasmo also made a big 
acquisition last year when it 
paid £858m for Thomson North 
Sea. During the first half it 
spent only £l 0 m on acquisi- 
tions, most of which was 
attributable to Home Oil Com- 
pany, comprising assets in six 
countries. 

Cashflow from operations 
after tax stood at £74m, against 
£41m. Reflecting expenditure 
mainly on the North Sea 
assets, net indebtedness had 
risen from £14n at the mid of 
1989 to £53m currently. But 
gearing stood at only 6 per emit 
of shareholders’ funds. 

Lasmo participated in 203 
wells during the first half; of 
which 32 wells were operated 
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Ttany A a d i ww i 

Chris Greentree: profids achieved on flat oH prices 


by itself 

Net interest receivable stood 
at £14.5m (£l3.4m). This 
reflected a higher return on 
some sterling floating rate loan 
notes which Lasmo received in 


return for the 25 per cent stake 
in Enterprise Oil, which it sold 
to Elf Aquitaine at the end of 
1988. Almost all borrowings are 
dollar-denominated. 

See Lex 


WASTE MANAGEMENT 

The Finan cial Times proposes to publish this survey on: 
26th September 1990 
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on 071 873 4148 

or write to her at : 

Number One 
Southwark Bridge 
London 
SE1 9HL 


Sotheby’s sales exceed 
£3bn in 1989-90 season 



By Andrew Bolger 

SOTHEBY’S HOLDINGS, the 
international auction house, 
said yesterday that auction 
sales for the M89-1990 season 
totalled $3£bn, an increase of 
39 per emit over the previous 
year. 

The figures relate to the tra- 
ditional art auction market 
reporting period from Septem- 
ber 1989 to August 1990 .Re- 
ported M pounds starting, sales 
increased by 45 per cent to 
£156tm. 

Mr Michael Ainslie, presi- 
dent and chief executive, raw? 
“The season saw record sa l es 
in collecting categories as 
diverse as books and manu- 
scripts, photographs, tribal art, 
pre-Colombian ait, antiquities, 
Latin American paintings and 
American folk art. 

“In the impressionist and 
modernist field we saw contin- 


ued growth, capped by the 
$288m (£17Qm) evening sale in 
New York on May 17 - a 
record total for any art auction 
and more than the total sales 
for this department in America 

during calendar 1987." 

Mr Ainslie said Sotheby’s 
auctioned 367 works worldwide 
for over $lm, significantly 
more than 258 works which 
sold for over 81m in 1988-89. 
fifty-six works sold for over 
$5m each, nineteen works 
brought over 810m and five 
over $20m. 

He added: “In reviewing the 
sales results this spring, we 
have semi that in virtually all 
areas, works that were fresh to 
the market and were properly 
estimated sold well, while 
those that did not meet these 
standards faced greater resis- 
tance than in recent seasons. 



BOND CORPORATION HOLDINGS LIMITED 


26 th July, 1990 


Dear Bondholders , 


Incorporated bn western Australia 

G.P.O. Box T1 653. Perth 
Western Australia 6001 
Level 45, R&l Bank Tower 
108 St George’s Terrace, Perth 
Western Australia 6000 
Telephone (09) 324 6000 
Telex AA92901 BONDCOR 
Fax (09) 324 6081 


This letter relates to the resolutions to be proposed at the adjourned Meetings of 
the holders of the Bonds convened for 9th August, 1990 to approve the sale of shares 
of Bond Brewing Holdings Limited to Bell Resources Limited and a 1 year interest 
moratorium. The Notices convening the adjourned Meetings appear elsewhere in this 
newspaper . 

Following meetings with representatives from a number of substantial financial 
institutions holding Bonds, Mr. Alan Bond has provided a letter to one of the 
institutions which contained the following undertakings : 

(a) The Board of Bond Corp will be restructured so that directors nominated by 
Dallhold Investments Pty Limited (“Dallhold") will be a minority in number. 

( b) Mr. Bond will relinquish the position of Chairman . 

<c) Dallhold will undertake to restrict voting rights attached to its shares 
to 25% of the total votes in respect of the capital of Bond Corp, pending 
reconstruction. 

(d) The Board of Bond Corp will appoint a new Chief Executive. 

(e; The changes to the Board and Management referred to above will be implemented 
within 30 days from the date of the approval of all the resolutions. 

In view of the above undertakings , a number of institutions have stated to Bond Corp 
that they will reconsider how they intend voting at the adjourned Meetings. 
Therefore Bond Corp recommends that for Bondholders to be fully informed regarding 
the implications of voting or not voting for the resolutions, they should 
communicate with a financial insitution or their usual adviser, or attend the 
Meetings in person . 

Bond Corp would welcome the opportunity to discuss the above or any other matters 
with holders of the Bonds. Bondholders may contact David Newport or Michael Edwards 
in London on ( 071 ) 872 5864 , 

Yours faithfully, 

Bond Corporation Holdings Limited 


Maxwell 
shadow 
still dogs 
De La Rue 

By Andrew Bolger 

DE LA RUE, the banknote 
printer, continues to be 
dogged by the shadow of its 
biggest shareholder, the pub- 
lisher Mr Robert Maxwell, 
who owns or controls 27 per 
of thp group. 

De La Rue withdrew a spe- 
cial resolution at its annual 
meeting yesterday which 

would have authorised direc- 
tors to issue new shares, after 
Mr Maxwell said hi a letter 
that he would oppose the 
move. 

Mr Peter Orchard, chairman 
of De La Rue, said Mr Max- 
well’s letter had informed him 
just before the meeting started 
that he would oppose the spe- 
cial resolution as a mark of 
displeasure at his lack of rep- 
resentation on the board of De 
La Rne. 

De La Rue was last year the 
target of a hostile bid from 
Norton Opax, the specialist 
print and packaging group. 
The bid was withdrawn 
after Bowater Industries 
mounted and won a bid for 
Norton. 

To general applause, Mr 
Orchard said De La Rue bad 
no intention of granting Mr 
Maxwell a seat on the board. 
He said the company opposed 
any one group of shareholders 
being represented on the 
board, as this could lead to 
conflicts of interest. 

Mr Orchard, said *hi» had 
been illustrated last year when 
Mr Maxwell had opposed the 
£235m sale of Crosflmd, De La 
Rue's electronics printing 
group, to Du Pont and FijL Mr 
Maxwell had favoured selling 
CrosfieM to Sdtex, an Israeli- 
based company, 27 per cent of 
which is owned by Mr Max- 
well's Mirror Group Newspa- 
pers. 

Mr Jeremy Marshall, De La 
Rue’s chief executive, 
described the failure to have 
the resolution passed as a 
minor irritant and said Mr 
Maxwell’s presence was not 
proving an obstacle to the 
smooth nmning of the busi- 
ness. 

Last night Mr Maxwell said: 
“I challenge Mr Orchard to 
prove there is any conflict of 
interest which prevents this 
major shareholder from contri- 
buting to the board’s delibera- 
tions on the conduct of busi- 
ness for the benefit of all 

Bharphnldflis ." 

Mr Maxwell said that since 
Mr Orchard had made part of 
the letter public he would 
release the full text, in which 
he said he was dissatisfied 
with both the management 
and financial performance of 
De La Rue. 

The letter states: “The Sdtex 
acquisition of Crosfleld was I 
rejected, yet that company 
continues to go from strength 
to strength (its shares have 
moved from 811-50 to 841*50). I 
pointed out to you that, had 
the management been in touch 
when you felt that the Kenyan 
Government contract was in 
danger, we may have been 
able to save it, given oar close 
connections in that country 
through the Kenya Times 
which we publish with the 
governing party as our part- 
ner.” 

Mr Maxwell had suggested 
that his son, Kevin, should 
join the board. 

Mr M a rsh al l said the De La 
Rue was trading well after 
deciding to focus on its core 
bank-note activities, which 
involved disposing of high- 
technology subsidiaries end 
slashing staff numbers. 


FKB Group receivers expect to 
sell agencies as going concerns 

BLIIU 11 I I...W1 


By Philip Rawstome 

FKB Group, the holding 
company of a group of sales 
promotion and direct 
marketing agencies, yesterday 
went into receivership. 

However, joint 
ad min istrative receivers, Mr 
Tim Hayward and Mr Phil 
Wallace, of KPMG Feat 
Marwick McZintock, said they 
had “every confidence” that 
most of the agencies would be 
sold as going concerns. 

Shares in tbe group, which 
had a turnover last year of 
£ 100 m and employs about 1,000 
people in more than 40 
subsidiaries, were suspended 
in April at 118p compared with 
a peak of 380p in nud-1987. At 


the the shares were 
suspended the group _ had a 
•market capitalisation of 83 2m . 

The company ran into 
difficulties over deferred 
payments for recen t P S 
a ffl pij jaitinmi as the marketing 
services sector slumped. It now 
has defats of around £27m. 

FKB’s banks -agreed to 
support it only for as long as 
there was a reasonable 
prospect of refinancing,^ and 
the company - has been 
searching unsuccessfully 
during the past few weeks for 
an external Invertor prepared 
to provide new capital It is 
believed to have been in 
discussions with Carlson, the 


US marketing services group. 

Mr Hayward stressed last 
night that the receiverehip 
only directly affected FKB 
Group and two ara-trading 
sn frBfrliar iea, FKB HO M ftig s and 
Pafetow Ltd. 

He added :” Alm ost all the 
rest of the FKB rtriwiffiariss, 
including FKB London, are 
very healthy, profitable 
bumnesses whose greatest 
assets are their talented 
workforces. Interest has 
already " been • shown m 
acquiring most companies and 
1 have every confidence that 
th«*y will be sold quickly as 
wring concerns with few jobs 
hrfnS ir rwtar threat.” 


Bid aftermath and distribution 
problems take toll on Budgens 


By John Thornhill 

BUDGENS, the food retailing 
group, yesterday reported a 
“most disappointing” set of 
annn«i res tifin and warned that 
it would achieve only minimal 
profit in tfy? flu* ’Half of the 
current year. 

The market had previously 
been warned of Budgens’ trad- 
ing difficulties, but its shares 
still slid 5p yesterday to 55p. 

In the year to April 28, Budg- 
ens recorded pre-tax profits of 
£11.83m, compared with 
£16 .42m in the previous 70 
weeks. But the figure con- 
tained a series of exceptional 
items and provisions 
the overall picture. 

Profits from the disposal of 
properties and 51 stores 
resulted in a surplus of £l&34m 
being taken above the line. 
This was partly offset however, 
by an exceptional reorganisa- 
tion provision of £428m and 
exceptional di stri b uti on costs 
of£4.41m. 

Operating profits were 
£l2.42m (£l8.55m) while turn- 
over declined to £291.89m 
(£3SL49m). 

Two main problems struck 
Budgens during the year. 

First, the company suffered 
disruption In the af termath of 
an aborted bid from William 
Low, a follow retailing group. 


This led to . trading uncertain- 
ties and a high turnover of 
staff but Mr John Fletcher, 
r:h«frmen and chief executive, 
said management had now 
been bolstered. "We have a 
much stronger management 
team that is moving the busi- 
ness along.” 

Second, problems with Budg- 
ens’ distribution network 
resulted both in excessive costs 
and reduced sales. High costs 
are continuing to affect the 
business and Mr Fletcher aaid 
it would take some time to 
recover lost sales. “We see a 
very difficult first half but a 
distin ct improvement in the 
second,” he said. 

Despite the difficulties, Mr 
Fletcher claimed Budgens still 
had a viable future as an inde- 
pendent retailer. “We have a 
good property portfolio, we 
have increased net assets, we 
have some good stores, and so 
we have a sensib le and attrac- 
tive business.” 

A final dividend of 8p has 
been proposed which will faring 
total payments to 8p (6-67p). 
Earnings per share worked out 
at 1&78P (14.02p). 

• COMMENT 

This set of figures from Budg- 
ens had analysts scratching 


their heads and scrambling 
for their calculators. Some’ 
suggested that “clean” profits 
amounted to £2. 7m but others 
differed on their treatment of' 
accounting policies and ' 
argued that the company had 
in fact shown a deficit of 
about £U5m. 

Either way it was bad news ' 
and the accompanying trad- 
ing statement darkened the 
gloom. Suggestions that the : 
company would only start 
moving forward again in the 
second half alarmed some 
and estimates for annual, 
pre-tax profits came .in 
around the £3m-£5m range. 

With projected earnings 
per share of only 3p, Budg- 
ens’ share price stul looks 
out of Hue with this year’s 
fundamentals' unless 'the 
strong yield can be main- 
tained - a matter of some 
doubt. 

Sir Ron Brim-ley's 14L per 
cent holding provides share- 
holders with some solace, as 
does the knowledge that the 
much-strengthened manage- 
ment team seems to be mov- 
ing the business in therighf* 
direction. But faithful share* 
holders will have ; to remain V 
patient until any uplift feeds 
through in 1 90S. 


Warning from Misys as new 
companies proride growth 


By Maggie llrry 

MISYS, the computer systems 
and services group, warned 
yesterday of tough trading 
conditions as its customers 
were being affected by high 
interest rates and lack of 
demand in the economy. 

Companies are cutting heck 
on investment in information; 
technology, said Mr Kevin 
Lomax, chairman. 

He said it was too early to 
say when dgiuaud might pick 
up and that the immediate 
outlook was for farther deteri- 
oration. He expected the 
interim results to reflect 
lower levels of 
activity. 

The group’s shares, which 
have already fallen sharply In 
recent months, dipped 5p to 
175p. 

They have been traded on 
the USM since March 1987, 
and are moving to a full list- 
ing in September. 

The warning came with 
results for the year to end 
May, which showed a trebling 




of turnover to £76.7m 
(£25.4m), a doubling of pre-tax 
profits to £UOm<£5J5m>and a 
3 per cent rise in earnings per 
share to 23 (22.8p). Previ- 
ous years figures have been 
restated reflecting a change 
in accounting policy. 

Last summer the group 
made four- acquisitions at a 
total cost of £50.3m, issuing 
12 m shares at prices above 
400p and spending £1.6m in 
cash. . 

Mr Lomax said there deals 
were responsible for virtually 
all the growth in the group's 
profits. 

Four ■ of the group's 14 
operations suffered particu- 
larly, accounting, Mr Tiwna» 
said, for the shortfall In earn- 
uigs growth against expecta- 
tions a year ago of increases 
of perhaps 35 or 40 per cent. 

Misys Dataller, selling soft- 
ware packages to the insur- 
ance industry, saw a fan to 
new business sales and profits 
were slightly down, Mr 


Iomax said. 13S Applications, 
part of the TTS business' 
bought in June last year, “fair 
weft short of profit targets”' 
and was being restructured. 
BOS, which sells software to 
bu sin esses, had a “relatively 
disappointing year”, Mr 
Lomax said, beca u s e of a tight 
market for accounting, soft- 
ware. ■ > 

Mentor, also acquired in' 
June last year, which sells to 
the construction industry; 
saw profits "significantly 
short of original expecta- 
tions," as it took longer than 
Planned to rebuild the sales 
and marketing team. 

Mr Lomax said the gro u p 
had cash at the year en d of 
£3^65m and cashflow was 
strong. He said the long tram 
outlook was for growth in the 
information technology mar* . 
ket. 

A final dividend of 3J2p is 
proposed to give a total- of 
&38p(4JW. 

See Lex 


RTZ breaks from origins 


By Tom Bums in Madrid 

RTZ is to cut loose from its 
origins, with an agreement in 
principle to sell its 49 per cent 
stake in a mining venture 
called Rio Tinto Miners (RTM) 
in the south western Spanish 
province of Huelva that pro- 
vided the UK corporation with 
its first commercial success 
and its name. 

R‘l'Z's share will be acquired 
by its partner in the venture, 
the Spanish fertiliser and 
chemical company Ercros, 
which incorporates Explosivos 

RiO TintO (ERT), a company 
that started life as an offshoot 
of the British multinati onal 

Ercros chair man Mr Javier 
Vega de Seoane said yesterday 
that a "just price" would be 
paid for the acquisition and 
refused to co nfir m press 


[3iTT.~grTT'i 


ted RTZ some Pta lobn 
(£5.55m). In London, RTZ said 
toe price was confidential hut 
not materia] in terms of its 
turnover or assets. 

RTwwJriS d ® Seoane said 

1C1M S enter asset was its cox>- 
^ *™ elter ' sited in the tSra 
of Huelva, which is the second 
biggest in Europe after one 
managed by Metallgesellschaft 
a^sition 
R TZ will continue 
to use RTM^s smelter. 

lose tote*®* in 
r™, 38 ^copper mines, sited 
behind Huelva, 
orased to be viable due to rS- 
mg labour costs and the law 
9^1ftyof the Rio Tinto min- 
SS*? 6 WMhpany incurred 










R A T N E R S G R O UP 

Rateea Group pie ■ — 

£44,000,000 4 per cent. 
Convertible Bonds due 2002 
Adjustment of Conversion Price 

NOTICE is hereby given to the holders of the £44000000 

4 per cent. Convertible Bonds due 2002 

Ratners Group pic (the “Company 

Trust Deed constituting the firadg liiS? 

following the issue by the CompaVofS 74$L39?ltota2 

Convertible Subordinated Non-Interest Bmrfn»r hM?** a 

Loan Stock 1990/1991 (the -StocA of 

value (automatically convertible into niww** n °°“ nal 

of 10 pence each (“Or dinar y Shares”)') thUn**** 0 * 1 ? 

of the Bond, to 

ft*. We*' ir"; 

Pwabla ob accepS^f, ^ i ™S lm “ t 5? 5 P™*" 
payable only if the proposed 

Kay Jewelers, Inc. ■ oTm? SfiS'J *3* Company of" 
Circular to shareholder of d f scribedin **» : 

1990) becomes-effective. A ** ¥* 

Pnce referred to above has Conversion >. 

of payment of the first °“ ^ 

ment becomes payable there win ^ second itutal- ' 
to the ConversiS? Si tS 2LE adjustment ' 

under the terms of the deed 

at least 30 days’ notice but ***tock on 

January. 199L Therefore the laS SS? "° tban 30th . 
adjustment, to the Conversion^£?St2 0 1 . whlch a farther 
will be 3Qtb January, 199L lr t h« become effective ', 

become payable-prior to 3!st JaniiJ^Si J®® t ®knent does 
Pnce (in absence of amr^ ^othe?25j?^*' ;thi6 ^ CoHvejsion 

adjusted to 4S6p per OnSSLy 

informed in accordance With t ^*1* be '• 
0^1 Of such oT lbe.ThBt . 

becoming effective. ^ Conversion Pricer 
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UK COMPANY NEWS 


Eve falls 36% 
after last time’s 
property sale 

ly Andrew Taylor. Construction Correspondent 
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TIE SALE by Eve Group, the 
iSttriUMtod contractor and 
evdoper, of a homing (level- 
funent dte ait Dotfctag, Sur- 
cy. for £8m ia«My 1968 could 
lot have been better timed, 
lines the sale, which produced 
rroflts of about £*m, housing 
ind commercial property asr- 
:cu has gono lata sharp 
fcetine. 

The iBDOsal hai had an 
meven effect an pretax profit* 

vhich after rising sharply In 
Spa fine to the Pe akin g nro- 
«cda. &H by 3S per cent from 

7 ,Mip to fi ljjba during tfn> 12 

non tha to the end of March. 

Mr Roger Aim*, chairman, 
r ^rf that in *h» c ur re nt **ltett 1 
he group bad been unable to 
natch the previous year's 
troperty development profit 
which bod been exceptionally 
veil timed “either by lock or 
udgGEoeoV*. 

The re«t of the group's bust 
less bod continued to perform 
pfell, he sakL Contracting prof* 
ts. Led by the group’s trans- 
nisstoo business ( a w i tf inalBg 
ind erecting pylons for the 
ilectricfty and broadcasting 
nd ustriea), boss by 38 per cent 
o £3£5m (£2 ,35ml 
profits -from Trskway, the 
dominium roadway used on 
building sites and at major 
routs like pop concerts, rose 


by more than half from 
£810.000 to £804.000. 

The prospects for Ttakwuy 

snyfl for T vqnmwteidrtw rtn am»n 

where the electricity supply 
industry Is expected to spend 
heavily daring the next few 
years, are Jooki&c good, accord- 
ing to Mr Ames. 

The group recently wen a 
trial contract to supply Trak- 
«ny to Japan and b talking to 
a possible West German Joint 
venture partner. Trakway 
already ***» a French Joint ven- 
ture partner. 

The outlook far construction 
and property development 
looked to be more difficult, 
said Mr Ames. The property 
division last year -moved from 
£4.4m profit to a £23,000 fees. 

Overall, group turnover rose 
from £4947m to £56J8m. Earn- 
ing k per share slipped from 51p 
to 31.4P due to the big fail In 
property profits. 

A final dividend of 6p (5p) 
has been proposed, making a 
total of 8£p. Total dividends 
last year were 17p but this 
included a special one-off divi- 
dend of lOp to take account of 
sale of the Dorking housing 
site. 

Analysts expect profits for 
the current year to be either 
about the same or slightly 
higher than last year. 


COMPANY NEWS IN BRIEF 


kLUMASC Is selling assets 
mployed in the manufacture 

f dainWi steel f'U TW lW S Ufl 

oupling heads for dimenslng 
raught beer for £L4m cash. 
(ICC says the 4&82m convert- 
ale capital bonds not taken up 
<y the. rights Issue have been 
bid at a premium. 

(RUNNING GROUP is to sell 
ts subsidiary, Circular Diatrib- 
itor, to a management group 
Ed by Mr Peter Morgan, a 

(r unning director an ^ rrtanflg - 

ng director of Circular. Con- 
ideration was Jn c&sh 

xvd proceeds will be used to 
urther reduce overdraft. 

:aPE has acquired the assets 

nd buslness of Capel 3A ofFr- 

mce for 7F2.Sm cash 
£250,000). Capel provides 
nd us trial thermal insulation 
ervices to tlm power, petro- 
hemical and shipfmiliUng 
ndustries. ;■ ' 

3TY OF LONDON PR GROUP 
oepects “somewhat lower” pre- 
ax profits this year than the 
311,108 for the year ended 
(arch 31 1990, but directors 
itend to recommend a 10 par 
ent increase in the total dtvt- 
end to 3JB9P: (233p). Mr John 
ireenhalgh. chairman, told 
gm that new trading year had 
egun slightly down, with slip- 
age in first quarter -profits 
till continuing. However, this 
hould begin to stabilise, 
cabling company to start 
wne rebuilding in second half. 
JDTURA HOLDINGS has sold 
80,000 shares (103 par cent) of 
ambert Howarth at 196p each. 
7ith the- sale of SOjOOO prevl- 
usly announced, proceeds 
mounted to some £13m and 
till reduce group borrowings 
^ over 24 per cent 
(RAND CENTRAL Investment 
bs taken a further step in the 
^organisation of its businesses 
k Malaysia and Singapore, ft 
jas agreed that Prudential 
isset Management Asia invest 
Urn <£3.4m) cash in busring a 
03 per cent shareholding in 
fCIH Singapore, the wholly- 
(wned subsidiary. 
JORTHUMBRIAN Fine Foods; 
ights taken up to respect of 
i52m ordinary (72.04 per cent 
t issue). 

1 ATNERS GROUP says over 89 
jpr cent of the recent loan 
sock rights issue was taken 


Segal 


HOTEL Group, quoted 
a the USM, has contracted far 
tie sale of the 48 bedroom 
’ueen’s Hotel at Barnsley to 
riquito Hotels for £L 6 &n In 
ash. 


£ 


SEP GROUP is In talks which 
might lead to a managwiwm 
buy-out of the heating and 
engineering division. 

ROSS GROUP has bought Cots- 
wold Enterprises, a maker of 
paftms, for £265,000 financed by 
the issue of unquoted loan 
notes. 

SAFELAND is raising about 
£400.000, net of expenses, by a 
piarfpg of Im new ordinary 5p 
shares at 42p each. Net pro- 
ceeds will be applied towards 
financing the £635300 purchase 
of 142/144 Great North Way, 
London NW. The balance will 
be funded from existing bank 
farilities. 

SIMON ENGINEERING has 
bought Wastewater Treatment 
Systems of Santa Clara. Calif- 
ornia for an initial $2.5m 
(£L37m) and further profit-re- 
lated payments.. Unaudited 

- resufts fbctiie ILmonffce totim 
end <if May showed pre-tax 
profits Of (432/100 on turnover 
of $ 3 m. Net assets at May 31 
were $443,000. 

ST IVES, the printing and 
packaging group, plans to 
build a 140,000 sq ft factory at a 
cost of £25m to replace its 
plant at St AustelL The new 
plant at Roche, near St Austell, 
will include robotic paper han- 
dling and will be ready in two 
to three years. The group has 
already set up modern maga- 
zine production plants at Plym- 
outh and Peterborough. 
TIPHOOK has sold Tiphook 
Site guard, an asset rental com- 
pany, to Darchem Building Ser- 
vices for £2L9m. 

WALKER GREENBANK is dis- 
posing of six businesses to 
their respective managements 
for a total £3.lm in cash. 
WESTMINSTER AND Country 
Properties is expanding In 
France with the acquisition for 
£800,000 of a site near Paris for 
a hotel and the negotiation of 
the right to buy 450 acres near 
Montpellier in southern France 
with outline planning permis- 
sion for a hotel, golf and resi- 
dential development and a sci- 
ence park. 

WILKES (JAMES) is selli ng 
five acres of property surplus 

- to requirements of Peter Stub’s 
wire drawing activity in War- 
rington. Proceeds of £2.l5m 
will be used to reduce group 
borrowings. 

YOUNG GROUP has completed 
the acquisition of the coal 
interests of Femim Holdings 
for £250,000, payable by the 
issue of 170,068 ordinary lOp 
shares. 


DIVIDENDS ANNOUNCED 


Cunwnt Data at 
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CMdends shown pence per 'share net except where otherwise stated, 
■equivalent after allowing tor scrip issue. tOn capital increased by 
rbhta and/or acquisition issues. «USM stock. JFor si* months period, 
■includes special dividend ot lOp. +A special dividend oi lOp was paid 
Ir April, tfor 70 weeks period. 
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Notice of Adjourned Meetings of the Holders of 

Bond Finance International 

(the “Issuer") 

£80,000,000 6 per cent 

Guaranteed Subordinated Convertible Bonds due 1997 

Unconditionally guaranteed on a subordinated basis by, with non-dot achabte subordinated 
conversion bonds issued by and with conversion rights into Ordinary Shares oL 

Bond Corporation Holdings Limited 

(the 'Guarantor”) 

NOTICE JS HEREBY GIVEN that adjourned Mornings of me holders (mo •BondnddanT) of the slxwv-tnsntiansd 
SorHte ((he oonds ) and conversion bonds canstitutad by a Ttust Dood daied 9m Juty. 1987 (tna "TVuat Deed”) and 
madebetweeniho leaver, mu Guarantor and Bankors TTvwfoo Company Limihri (Iho "Trustee*) wiH be iMfd at 1O-20sm 
fl-ondon t hn al (or, H taler. Imnwditiioly atler me conclusion or ac^ournmarn of the adlOwmad first MeeB n q of the notaora 
of »■ US5200.000.000 si. pw cent. Ouoromeed Subordinated Convert two Bonds due 1997 of the Issuer), « me case 
Of the wjoumed ftrai Meeting rotorrod to below and M 1.00 pm (London hme] (or. rf later. ImmedMely after me 
oonriuBtanof mmor in 0 adjourned second Mooting or. it appicaoto, mo funner adjourned Brat Meeting, of the 
USS200.000.000 5/. per cent. Guoranieud Subonkneded Convertible Bonds due 1997 ot me Issuer, whichever « the 
(afar), in the case of iho adjourned second Meotma roforrod to bolowt on 9tn Augua. 1900 at I Normurrtoertand Av en ue. 
Thatatga * Square, London WC2N GBW tor me purpose of considering and, it thought fit. passing the Mowing 
Extraordinary Resotuliana which worn tho auotoci of a Nottee of Moeungs dated 6th June, 1990 pu&dahed In this 
nerrapaper cn mat date and wtticn gave nonce ot Moattngs of Bondhaidors to be NM on 28th Arne, I860 Slid « t«»oe 
of Adjourned Meetings doted 5m July. 1990 puWishod in thts nowupjper on that date and which gave notice of 
ec&oumed Meetings ol Bondhoidors to be hold on 19th July, 1B90. his inianded that the Chairman olthe adjourned find 
Meeting mo adjourned Mrsl Meeting consents, ceok to adjourn the aqoumed tmn Moeting so msi hotoara of 
CB0.00 Q.00 0j par cont. Guaranleed Subordmatod Convortiblo Bands due 1997 of the Issuer and of USS200.000.000 
Bh par cent. Guaranteed Suoordmaind Convortibfn Bands duo 1997 of I ha tssvar am abto to paruapaie tagemar in an 
mtormal maetmo to dneusa the background u Ute Roaotuitona proposed and to enable information to be provided ID 
hotoan of both Issues of bonds umultonoousiy The adjoumod first Meeting (to consider the flrai Extreordlnary 
neaotuuon set out betowj it so further adjoumod would bo roconvonod for a time on the same dote, poor to the MaeSrtga 
of hokJereof each such issue of bonds ro consider re&olunone concerning the osUUAshment of Committees, notices of 
which were pubdshod in this newspaper on t3th July. ISM- Atthe hist Meeting of Bondhubtera held on 2S0i June, 1990, 
e quorum waa prosem bin tho Chairman of such Mooting, with the consent of tno Meeting, adjourned such Mooting to 
19th JufK 1990. At me second Mooting ol BondhokJors nokf on 28m Juno. 1990. a Quorum was not present and the 
second Meeting Blood adjourned to 19th July, 1990. ns designated by the Chairman of the second Meeting and 
approwedby the Thistoa, At Lhe adjoumod Mootings of BorKflVJtoorc he Id on 19th July, 1990 a quorum was present bid 
tho Chairmen of tho Mootings, with tho conaunt of the Mootings, adjourned such Mootings to the tone and piece 
specified abow- 

ADJOURNEO FIRST MEETING 
EXTRAORDINARY RESOLUTION 

THAT this mooting ot ihe holdora of the EB0, 000,000 6 per cent. Guaranteed Subordinated Convertible Bonds dtM 1997 
(the “Bonds") of Bond Finance International (the ’Issuer'), unconditionafly guaranteed on a subordinated beats by. with 
non-detachable uibortiiiuited conversion bonds (toe 'Conversion Bonds') esuod by and with conversion rights into 
Ordinary Shares ot. Bond Corporation Holdings Limited (tho "Guarantor'), constituted by a Trust Deed (the "That 
Deed*) dated 9th July. 1887 and mock) between the Issuer, the Guarantor and Bankers Trusioo Company Lotted (the 
-TVuateo’). horoby:- 


(0 


waives and author icoa any breach or proposed breach by the Issuer or the Guarantor of the cov en an t by the 
Guruamor contained In Clause lt|C)(Ui) of mo Trust Dood that may arise as aresirtof the sale by Ihe Guarantor of 
90 per cent, or the issued ordinary share capital and aH of mo issued pro ter once share caprtaf of Bond Brewing 


Holdings Unwed (*BBH*) lo M anchor Holdings Pty Ltd., a wholly owned subsidiary of Bed Resources Limited, on 
the terms more particularly set out In the Information Memorandum daied 6th June. 1990 pr ep are d by the 
Guarantor and produced to this Meeting (a copy of which has boon mrlaJtod for identification by the Chairman of 


_ _ j of as subsidiaries 

to make payments or otherwise to maho amounts availaMo to Ihe Guarantor than the terms of the proposed safe 
mare particularly descilbod m tho information Memorandum and shall not include any material change n toe 
purchase price ot such sale); 

(a) sanctions every abrogation, modification, variation, compromise or arrangement In reaped ol the rights of die 
holders of the Bonds, tho Conversion Bonds and tin coupons rotating to me Bonds against the Issuer or the 
Guarantor Involved In or resulting from tho breech or proposod breech referred to m paragraph (I) of this 
Resolution; and 

(B) authorises the Issuer, tho Guarantor and tho Ihistee to concur In. execute or do any document, act or thing 
nocessary to gtve effect to this Extraordtnory Resolution end authorises tho Iruatoe to provide any foinnai consent 
or approval n ecessary to anabtotiio onto aaratanad to top) above to proceed. 

ADJOURNED SECOND MEETING 
EXTRAORDINARY RESOLUTION 

THAT this meeting of the hotdors of the CB0.000, 000 6 per cent Guaranteed Subordinated Co n vertible Bonds due 1997 
(the "Bonds 'lot Bond Finance International (tho "issuer"), uncanditionaflyguaranteed on a subordinated basis b% with 
noTHMoehaoie subordinated conversion bonds (tho "Conversion Bonds") issued by and with conversion rights into 
Ordinary Shares ol. Bond Corporation Holdings Limited (the "Guarantor"), constituted by a Trust Deed (the "Trust 
Deed") dated 9th July, 1 987 and made botwoen tho Issuer, tho Guarantor and Bankers trustee Company LhniUKi (the 
ntiiatee"), hereby:- 

(i) a pproves, authorises and glues consent to the deferral ef the interest due on the Bends on 9th Juhr. 1990 untBBth 
July. 1991. such Interest men to be poynbio in lull with tho Interest due on the Bonds on 9th July 1991. on condition 
that there is baued to the Ihistee on behalf of tho Bondholders by the Issuer an unsecured unsubordinated 
promissory noto in rospoct of the full amount of tho interest duo on the Bands on 9th Jury; 1990, such note to be 

K sranteed by the Guarantor and peyobio on 9th July, 1991 In the event that such interest is not paid on that dtos by 
i Issuer and to be issued on such other torms dosertbed In the Information Memorandum dated 6th June. 1990 
prepared by the Guarantor and produced to Bus Meeting (a copy of which has been initialled tar kdenWicaBon by the 
Chairman of tho Meeting); 

(B) waives any breach by the Issuer or the Guarantor as a result of such deferral ot interest of the provisions of the Thist 
Deed or the Bonds or the ooupons attached thereto or the Conversion Bonds and confirms that such deferral of 
interest shad not conadtuto an ouont of default under the provisions of condition 13 of tho terms and conditions of 
the Bonds or any other condition or under the ttust Deed and sanctions every abro gati on, modification, variation, 
compromfae or arrangement In respect of die rights of the holders ol the Bonds, the Conversion Bonds and 9ia 
coupons relating to the Bonds against tho issuer or the Guarantor irtvotved In or reouiting from the deferral rafarred 
to in this Resolution; and 

(HI) authorises the Issuer; the Guarantor and the Trustee to concur in, execute or do any document; act or thing 
necessary to give effect to this Extraordinary Resolution. 

Copies of the Ini o ct naU on memorandum (the "In fix mutto n Memorandum") referred to In tho Exi rao tdh ia ry Resol ut ions 
set out above and which sets out detalis of tits background to, and maaonsfoc the propo se d arrangements and the 
Extrao r d inary H esolu H ons are avaflable tor coHeClta r iby Bondholders at the sped lied offices <d the Paying Agents for 
ihs Bonds sat out below and wfll be avaUabts at the adpumed Meetings themselves. A Bondholdsr wn be required to 


produce evidence B atis t actoiy to Die relevant Paying Agent as to Wsaiatus as a Bondholder before being permitted to 
collect a copy of me Information Memorandum from the offices of Dial Paying Agent 
Hie attention of Bendholdera Is pardculerty drawn to the quorum requt 
farther adjournment ot the odjournad fi rst Mee ting In the event thataqu 
Mas tin g which la seSooMn paragraph a ot "Voting and Quorum" betaw. 


and fora 
fliat 


The attention of Bondhoidera la particularly drown to the quorum required far eac h adjourned Meeting and I 
trued first Meeting In the event that a quorum is not praaant at the amounted 
graph 2 ot "Voting and Quorum" betom 
In aoooidance with normal practice the Thretee a x preese a no opinion on the merits of the proposed 
ar rangements. 

The Issuer expects to convene another meeting of Bondholders to take plaqa on or about 30th November, 1990 al which 
‘ • would expect to be able to present to Bondholders ro “ 

Bondholders as more particuiany set out In tho Information Memorandum. 


sat 

In 


VOTING AfTO QUORUM 

1. A Bondholder wishing to attend and vote at eitheraf the adjourned Meetings In parson mustproduce at the relevant 
adjoumod Mooting either his Bondfs), or. in the case of Bonds issued in bearer form ("Bearer Bonds'), a valid 
voting certificate or valid voting cermtoatea isausd by a Paying Agent roJottve to the Bearer 0and(B). In rospoct of 
which he wishes to vote. 

A holder of Bearer Bonds not wishing to attend and vote at either of the adjourned Meetings In person may either 
deliver his Bearer Bond(s) or voting ceffiflcaM(s) to we person whom he wishes to attend on Ms bahaH or 
voting instruction (an a voting Instruction form obtainable from the specified office of any of the Payi 
out below) Instructing a Paying Agent to appoint a proxy to attend and vote at tlw relevant adjourn 
accordance with Ms instructions. 

Bearer Bonds may be deposited until the time being *8 hours before tho time Bxed for hdkting the releva n t 
adjourned Meeting (or. If applicable, any further adjournment of such adjourned Meeting) but not meraafter with 
any Paying Agent or (to the satisfaction of the Paying Agent) hold to its order or under its control by the Operator of 
the Eurodear System or by CEDEL S.A. or any other person approved by it, tor the purpose of obtaining voting 
certificates or appointing proxies in respect of the retovani adjourned Meeting. Bonds so deposited or hato w* i not 
be released until the earlier of the conclusion of the relevant adjourned Meeting (or, If applicable, any further 
adjournment ol such adjourned Meeting) end the surrender of the voting certificated) or, not less than 48 hours 
bsrare toe time for which the relevant adjourned Meeting (or. If applicable, any further adjournment of such 
adjourned Meeting) Is convened, tlw voting Instruction recept(s) Issued In respect thereof. 

A holder of Bonds hi registered form {"Registered Bonds ') may by an instrument in writing In the English language 
signed by that Bondholder or. to the case of a corporation, executed under its common seal or signed on its behalf 
by an attorney or a duly authorised officer of tho corporation, ap^nt any pmon as Ms or its proxy to act on Ms or 
Its behaW in connecti o n with either of the adjourned Meetings. The form of proxy must be deavered to the specified 
office of a Transfer Agent or the Registrar set out below not Tatar than 48 hours before the time fixed torttw relevant 
adjourned Meeting. Any holder ol a Registered Bond which Is a corporation may by reootution of Its dvactora or 
other governing body in the English language authorise any parson to act as Us represantathre In connection with 
either of Ihe adjourned Meetings. 

Any voting certificate^ issued, any voting Instruction^} given and any appointments) of a proxy mads pursuant 
thereto and any appointments of a proxy or rapressntetiva in respect of Registered Bands for the Mee tin gs of 
Bondhotoera convened tor 28lh June, 1990 or the actioumcxJ Meetings of Bondhofdars convened tor 19th Jufy 1990 

Wto be vaUd lor the further adjourned Meetings unless. In the case of voting certificates, surrendered before, or In 

the cose of voting Imfructions. revoked or amended not less than 48 hours before, or in the ease of appoMnwnt of 

proxies to respect of Registered Bonds revoked or anwided not lees than 24 hours before, the respective times tor 

which the funner adjourned Meetings are convened. Any holder of a Bearer Bond who. tor the purpose of obtaining 

s voting Instruction form or voting certificate, deposited hta Bond as referred to above later than 48 hours before the 

time appointed for holding the first and second adjourned Meetings convened for 19th Juty, 1990 and who 

consequently waa not Issued with a voting Instruction form or voting certificate wU, provided such Bond has not 
been released, be issued with a voting instruction form or, as the case may be, voting certificate for use In 
connection with the acQoumed Meetings convened tor 9th August 1990. 

2. The quorum required at the adjourned drat Meeting tor passing the first Extraordinary Resolution (the "First 
Resolution ") set out above Is two or more parsons presant holding Bonds or voting certificates or befog proxies or 

representatives and holding or representing in me aggregate a dear majority In principal amount ol the Bonds tor 

the time being outstanding^ if wKran 1 5 minutes from tne time appointed lor tha adjourned first Meeting a quorum for 
the passing of the First Resolution Is not present at the adjourned first Meeting, the adjourned first Meeting wtH 

Hand adjourned (tor such period, not being less than 14 days nor more than 42 days, and to web lima and placejas 

may be appointed by the Chairman of the i 

RaoofutkmwlB be corwiderad at that further i . 

The quorum required to consider the FkM Resolution l . 

present holding Bonds or voting certificates or being proxies or representatives (whatever the principal amount of 

Ort rtrio Brt hawlrf at twyotiftn UMl Kti rhwwil Tho rainn uri mrailfflrtfftnfWWklftfttWffflCTTltf rjlUftflltlOfl 

Sot out above at the adjourned second Meeting wifi be two or more jsersons present holding Bonds or voting 

certificates or being proxies or representatives and holding or representing in tiw aggregate not less than ona-thlid 
of the principal amount of the Bonds tor the time being outstanding. 

X Every question submitted to either adjourned Meeting will be decided on a show of hands uniesa a poll Is duty 
demanded by the Chairman of the relevant adjourned Meeting or the Issuer or by two or more persons present 
holding Bonds or voting certificates or being proxies or representatives and holding or repre se nting In the 
oggregafe not less than one-fiftieth pert o( tiw principal amount of the Bonds then outstanding. On a show of hands 
•very person who is present in person and produces a Bond or voting certificate or ts a proxy or representative shall 
have one vote. On a poO every person who is so present ahaU have one vote in respect of each £U)00 in principal 
amount of tho Bonds so produced or represented by the voting certificate so produced or in respect of whtota ha w • 
proxy or representative. 

4. To be passed, each of the Extraordinary Resolutions requires a majority in favour consisting of not (ess than 
three-fourths of the votes can thereon. H passed, each of the Extraordinary Resolutions will be binding upon afi the 
BondhoWore, wtwtlwr or not present at the relevant adjourned Meeting and whether or not voting, and upon afi tin 
holders of coujoons relating to the Bonds. 

AVAILABILITY OF DOCUMENTS 

Copies ol the True! Deed may be Inspected, and copies of the Information Memorandum, voting certificates and other 
documents referred » above may be obtained, by Boncflioidera from the specified office of any of tiw Paying Agents 
given below. 

PRINCIPAL PAYING AGENT 

Bankers Dust Company; 1 Appoid Street. Breadgate, London EC2A 2HE 

PAYWG AGENTS AND TRANSFER AGENTS 
Swfsa Bank Corporation. 1 Aasehenvorsiadt, CH-4002 Basie 

Benque Indpsmw Luxembourg, 39 Afloo Schefkv.L2W Luxembourg 

REGISTRAR AND TRANSFER AGENT 
Bankers Dual Company, Four Albany Street. Now Vbric, N.Y. 10015 

Dated 28Hi July, tWO “ Bond Finance International 

TNa Noties has been approved by an authorised person tor tha purposes of tiw Financial Services Act 1988. 

■mis NOTICE IS BIPOWAMt IF BONDHOLDERS ARE IN ANY DOUBT AS TO^ TOE ACTION THEY SH OULD TA KE 
THEY SHOULD CONSULT THEIR STOCKBROKER, LAWYER, ACCOUNTANT OR OTHER PROFESSIONAL 
ADVISER . WITHOUT DELAY. 


Notice off Adjourned Meetings of the Holders of 

Bond Finance International 

(the 'Issuer") 

U.S. $200,000^)00 5% per cent 

Guaranteed Subordinated Convertible Bonds due 1997 

UnconcBtionaUy guaranteed on a subordinated baas by. with non -detachable subordinated 
conversion bonds issued by and with eorrarston rights into Ordinary Shares of. 

Bond Corporation Holdings Limited 

(the “Guarantor") 

NOTICE IS HEREBY GIVEN that adjourned Meetings of the haidere (the ' Bondholders 1 of the above-mentioned 
Bands (the “Bonos") and conversion bonds constituted by a This! Deed dated 9th July 1987 (the "liust Deem and 
made between the tssuv, tiw Guarantor and Bankers Trustee Company Limited (the "Thotee") wilt be held at 10 am 
(London tune), in the case of the adjourned first Meeting referred to Below and at 12-30 pm (London time) (ol it taler, 
fosnedwtely after the conclusion of fhe adjourned &st Meeting of the holders of the £80,000,000 6 per cent. 
Guaranteed convertible Bonds due 1997 of the Issuer). In the ease of the sAounwd second Meeting referred to below, 
on 9th August. 1990 an NonrtumDariand Avenue, ‘fatetaar Square, London WC2N5BW (or tha purpose of consktenng 
ana. ir thought fit. passing the tallowing Extraordinary Resolutions which were the subject of a Nonce of Meetings dated 
6th June. 1990 published <n this newspaper on that dote and which gave notice of Meetings of Banttoaiders to be held 
an 28th June, 1990 and A Notice of Adjourned Meetings dated 5lh July, 1890 published in this newspaper on that date 
*nd which gave nonce of adjourned Me etin gs of BondhoMers to be held on 19th July, 1990. It is Intended that the 

Chairman # the ~ - ” 


participate together m an informal meeting to discuss the background to tiw Resolutions proposed and to enable 
mtormalion ts be provided to holders of both issues o) bonds simultaneously. The adjourned first Meeting (to consider 
the first Extraordinary R esol ut ion sat out below) If so further adjourned would be reconvened tor a tune on the same 
dote, prior to the Meebnga of holders of each such issue ot bonds to consider resolubons concerning tho establishment 
of Commfaaes, notices of which were published in this newspaper on 13th July. 1990. At the first Meotinq of 
Bondhoidera held on 28th June, 1990, a quorum was present but the Chairman of such Meeting, with the consent of ihe 
Meeting, adjourned such Meeting to 19lh July. 1990. At the second Meeting ol Bondholders held on 28th June. 1990. a 
quorum was not present and the second Mee tin g stood adjourned ro ISMh July, 1990, as designated by the Chairman of 
the second Meeting and approved by the Ihistee. Ax the adjourned Meetings of Bondholders held on 19th July. 1990 a 
Quorum was present but tne Chairman of (he Meeti n gs, with the consent of he Meetings, adjourned such Meetings to 
tne tune and place specified above. - 

ADJOURNED FIRST MEETING 
EXTRAORDINARY RESOLUTION 

THAT this meeting of the holders of tlw U.S. S200.000.000 5U per cent. Guaranteed Subordinated Convertible Bonds 
due 1997 (the "Bonds") of Bond Finance International (the “Issuer"), unconditionally guaranteed on a subordinated 
boss by wtthnon-detachabtasuboidinsiedeamenpon bonds (the "Conversion Bonds") issued by and with conversion 
rights into Ordinary Shares et Bond Corporation Hol di ngs Limited (tha "Guarantor"), constituted by a Trust Deed (the 
^uMDeef^dWedgBiJuht 1987 and matte between the Issuer, tha Guarantor and Bankers Trustee Company Limited 

0) waives and authorises any breach or proposed breach by the Issuer or the Guarantor of the covenant by the 
Guarantor contsmedm Clouse 11(C) (in) of the liust Deed that may ansa as a result ol the sale by the Guarantor of 
50 per cent, of the issued ontinvy share capital and afl of the issued preference share capital of Bond Brewing 
Holdings Limited (“SSH”) to Manchar Holdings Pty LfdL, a wholly owned subsidiary of Bell Resources Limited, on 
me terms more paracuteriy sat out in the Tntormauon Memorandum dated 6th June, 1990 prepared by the 
Guarantor and produced to tilts Meeting (a copy of which has been initialled (or identification by the Chairman ol 

Hon to a different 
, 1 that its auditors 

1 being shaH have certified to the Trustee in term and manner acceptable to the Trustee that any such 
modifa ca bon or sine nc imentot novation shafl hove no greeter impact on the ability of BBH or any of rts subsidiaries 
to make payments or ot henva a to moka amounts available to tha Guarantor than the terms of the proposed sale 
more parncutariy described in tiw Information M emo ran du m and shall not Include any materia) change m the 
purchase pnea of such sale); 

sanctions 
holders of the 


(3) 


1. mor tifi ca ti on, variation, compromise or arrangement in respect of the rights of tha 
. the C o nv e r sion Bonds and tiw coupons relating to the Bonds against tho Issuer or the 
Guarantor involved at or resulting bom tiw breach or proposed breach referred to m paragraph (0 ot this 
Resolution; and 

(H) authorises tha Issuer, tiw Guarantor and tiw Trustee to concur in. execute or do any document act or thing 
necessary to give etiect 10 this Extraonfinory Resolution and authorises the Trustee to provide any formal consent 
or approval nacessary to enable tiw sate as refe r red a in (i) above to proceed. 

ADJOURNED SECOND MEETING 

EXTRAORDINARY RESOLUTION 

THATthts meeting of the holders of the U.S. 3200.000,000 5% per cent. Guaranteed Subordinated Corrvertftjfe Bonds 
duo 1997 (the “Bonds") of Bond Finance Internationa) (the Issuer"), unconditionally guaranteed on a subordinated 
basis by with mn-detachable subordinated conversion bonds (tiw "Conversion Bonds') issued by and with conversion 
rights mio Ordinary Shares at Bond Corporation Holdings Limited (the "Guarantor"), constituted* 

"Trust Deed") dated 9th Jufc 1987 and made between the issuer, 

(tha "Ihistee 6 ). haraby:- 

(I) 


, the Guarantor and 


by a Thist Deed (the 
Trustee Company Limited 


1B9t , ouch Interest than to ba payable in fuli with the interest due on the Bands on 9th July; 1 

there b issued to tiw Trustee on behalf of tha Bond h oMars I 

promissory note in respect of the full amount of ttw interest due on 


1990 until 9ttt 

. on condition 


that there b issued to tiw Trustee on behalf of tiw BondhoMars by ttw issuer on unsecured unsubordinated 

1 the Bonds on 9th July, 1990. such note to be 


1 issuer and to be issued an such other terms desc rib ed in the Information Memorandum dated 8th June. If . _ 
OtSnuiofttBUBaft^r 114 pfoduced tothb Meeting (a copy of which has been initialled lor identification by ttw 

(8) waives any breech by ttw Issuer or the Guarantor as a result of such deferred of interest of the provisions of the Thist 
Deed or ttw Bonds or the coupons attached thereto or tha Conversion Bonds and confirms that such deferral of 
kuareai shall not constitute on event of default under the provisions of corxfition 13 of the terms and conditions of 
ttw Bonds or any other condition or under the Dust Deed and sanctions every abrogation, modification, variation, 
compro mi se or arrangement in respect of tiw rights of the holders of the Bonds, the Conversion Bonds and the 
coupons rotating to ttw Bonds against tlw Issuer or tiw Guarantor involved to or resulting from the deferral referred 
to in this Resolution; and 

(Hi) authorises ttw tastier; the Guarantor and ttw Thistee to concur In, execute or do any document, act or thing 
necessary to give effect to this Extraordinary Resolution. 

Copies afthatatannatian memorandum (the "tnformatlnn M e moran d um*) rafarradta In Mia Extraordinary F UuKiliitip nft 
sal out above and which sets out dattota of tlw background to, and reasons tor. the proposed arrangements and ttw 
Extraordinary R e solutions aw available tar coftoc ti on by Bondhoidare at ttw specified offices of the raying Agents for 
the Bonds set out below and will ba rentable at the adjourned Meetings themselves. A Bandhokfar will be required to 
produce avkfanca satisfactory to the relevant Paying Agent os 10 hta status as a Bondholder before being permitied to 
cottaa a copy of tha Information Me mo ran dum won ttw offices of that Paying AganL 

The attention of Bondhofdars ta 

I In t ha ev en t that a 

'belo w . 

In e coordanoa ertth normal practice the Thtataw ex p res se s no opinion on tha merits of the proposed 
arrangements. 

Tlw Issuer expects to convene another meeting of Bondholders to take place on or about 30th November, 1 990 at which 
meeting ttw Guarantor would expect to be able to present to Bondholders reconstruction proposals far consideration by 
BondhoMars as more pnritcularty set out in ttw Information Memo ra ndum. 


farther adjournment of tha adjourned Bret M eeting In t h e ev en t tt 
Meeting Mtlcii Is set out In paragraph 2 of "(toting and Quorum" 


1. 


A Bondholder wtahlng to attend and vote M abhor ot ttw 
noting retiwr his BontKs), or; in the case of 


VOTING AND QUORUM 

- , w fried Meetings in person must produce « the retevant 

adjourned Meeting rettwr his BomKs), or. In ttw case of Bonds issued in bearer form ("Bearer Bonds’), a valid 
or tngd voting certificates issued by a Paying Agent relative to ttw Bearer Bond(s), in rmpect of 

A holder of Bearer Bonds not wishing to attend and vote at sHfter of the adjoumod Meetings in person may aitfwr 
defiver his Bearer Bcntfs) or voting certificate^ to the person whom he wishes to attend on hn behar 



Bearer Bonds may be deposited until the time being 48 hours before the time fixed for 


Ihe relevant 


adjourned Meeting (or, H applicable, any further adjournment of such ocQoumad Meeting) but rot thereafter with 
any Paying Agent or (to the satisfaction of the Paying Agent) held to its order or under its control by ttw Operator of 
ttw Eurodear System or by CEDEL S A. or any other person approved by it. tor the purpose of obtaining voting 
certificates or appointing praties in reaped of ttw talovani adjourned Meeting. Bonds so deposited or hekfwtB rot 
be released until ttw earlier of tho conclusion of tiw retovant adjourned Meeting (or. If applicable, any further 
arSournment of such adjourned Meeting) and the surrender of tiw voting oartifleotets) or. not less than 48 hours 
before ttw time for which the retovant adjourned Meeting (or. K applicable, arty further adjournment of such 
adjourned Mee tin g) to convened, the voting Instruction rectept(a) Issued in reaped thereof. 


h adjourned M ee ting) 

1 which ttw retovant 1 
I is convened, the vetb 

A hokfor of Bonds to reg is tered form ('Registered Bonrte") may by an instrument in writing in ttw EngMsh language 

signed by that Bondholder oq in the case of a corporation, executed under its common seal or signed on its behalf 


by an attorney or a ditty authorised officer ol ttw corporation, appoint any person as Ms or its proxy t 
its behalf to connection with either of the adjourned Meetings. Tne form of proxy must be deflvered tt 
office of a Transfer Agent or ttw Registrar set out below not later than 48 hours before the time fixed t 


to act on his or 
to ttw specified 

, __ the time fixed for the relevant 

adjourned Meeting. Any holder of a Registered Bond which Is a corporation may by resolution of its directors or 
other gov erni ng body in tiw Engfish language authorise any person 10 act as Us representative in connection with 
either of tiw adjourned Meetings. 

Any voting certificate^) issued, any voting tostnjctton(s) given and any appointmant(s) of a proxy made pursuant 
thereto and any Bppototmentii) of a proxy or representative In respect of Registered Bonds for the Meetings ot 
Bondhoidera convened tor 2801 June, 1890 or ttw adjourned Meottogs of Bondhoidare convened for 19th July. 
1990. will be vend tar tiw farther adjo ur ned M ee tin gs untese. In tha case of voting certificates, surrendered before, 
or in the case of voting instructions, revoked or amended not less than 48 hours before, or in the case of 
appointment of proxies to respect ot Registered Bonds revoked or amended not less than 24 hours before, the 
re^ective times for which ttw fiettwr accounted Meetings are convened. Any holder of a Bearer Bond who. lor the 
purpose of obtaining a voting instruction form or voting certificate, deposited Itis Bond as referred to above later 
than 48 hours before ttw tkna a p poi n ted tor holding ttw first and second adjourned Meetings convened for 19th 
July, 1990 and who consequently was not issued wwi a voting instruction form or voting certificate win. provided 
such Bond has not been rawa&ed. ba issued with a voting instruction farm or, as the case may be. voting certificate 
for use In connection with ttw adjourned Meetings convened tor 9th August, 199a 

The quorum required Si the adjourned first Meeting tor passing the first Extraordinary Resolution (the "First 
Resowtion") sat out above is two or more persons present holding r ... ... 


representatives and 
thetimebeir 
the passing 


^ . .Bonds or voting certificates or being proxies or 
jate a cieer majority In principal amount of ttw Brods tor 
minutes from tne time appointed for the adjourned first Meeting a quorum tor 
_ not present st the adjourned first Meeting, the adjourned first Meeting wA 

stand adjourned (Iw audi period, not being less than 14 days nor more than 42 days, and to such time and place, as 
may be appointed by tha Chairman of ttw adjourned first Meeting and approved by ttw Thistee) and the First 
Resolution wU be considered at ttwlfialtwr adjourned Meeting (notice of which wifi be afven to the Bondholders). 
The quorum required to consider the First Resolution at a further adjourned Meeting wa be two or more persons 
present holding Bonds or voting certificates or being proxies or representatives (whatever the principal amount of 
ttw Bonds so held or represented by them). The quorum required to consider the second Extraordinary Resolution 
eat out above at ttw adjourned second Meeting wU be two or more persons present holding Bonds or voting 
certificates or being proxies or representatives and holding or representing in the aggregate not less than one-thira 
of the principal amount of the Bonds for the time being outstanding. 


Every question 
demanded by tl 
holding Bonds 


submitted to eittwr ac^attmad I 


. , ed Meeting win ba decided on a show of hands unless a poll is duty 
j ttw Chafrman of ttw relevant adjourned Meeting or the issuer or by two or more persons present 
holding Bonds or voting c e rt i fi cate s or being proxies or representatives and holding or representing in the 
aggregate not less than one-lttbeth part of tlw principal amount of the Bonds then outstanding. On a show al hands 
every person who is present in person and produces a Bond or voting certificate or is a proxy or representative shall 
have one vote. On a poll every person who is so present shall have one vote in respect ot each U.S. $1,000 in 
principal amount of the Bonds so produced or represented by the voting certificate so produced or in rasped of 
which he is a proxy or r 

Tb bet 

three-l 

Bondholders, whether or not present at the relevant adjourned Meeting and whether! 
holders of coupons relating to the Bonds. 


1 passed, each of the Ext r a o rdina ry Resolutions requires a majority in favour consisting of not less than 
-fourths of the votes cast thereon. If passed, each of the Extraordinary Resolutions will be binding upon all ttw 
holders, whether or rot present at the relevant adjourned Meeting and whether or not voting, and upon alltha 


AUWLABJUTY OF DOCUMENTS 

Copies of the Thisi Deed may ba inspected, rod copies of the Information Memorandum, voting certificates and other 
documents referred to above may be obtained, by Bondholders from the specified office of arty of the Paying Agents 
given below. 

PRINCIPAL RAYING AGENT 

Bantam ltostCompaiH 1 Appoid Street Broadgaie, London EC2A2HE 

RAYING AGENTS Af*3 TRANSFER AGENTS 

Swiss Bank Corporation, 1 AasdwnvorstadL CH-4002 Basie 
Banqua tndosuez Luxembourg, 39 Alloa Scheffer, L 200 Luxembouig 

REGISTRAR AM7 TRANSFER AGENT 
Bankers Trust Company, Four Afoany Street, New Ydrlc, kLY. 10016 

paled 28Jh July; 1990 Bond Finance international 

Thta Notice has been approved by an authorised person tor ttw purposes of tho Financial Services Act T986. 

THS NOTICE B DHFORUNriF BONDHOLDERS ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKP 

THEY THBR STOCKBROKER, LAWYER, ACCOUNTANT OR OTHER PTOreSoNAL 

ADVISER WITHOUT DELAY. 


1 
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Opec heads towards price increase 


By Steven Butler In Geneva 

OPEC WAS last night heading 
towards an agreement that 
would lift its reference price to 
$20 a barrel or more. 

The move to raise the price 
above the current $18 a barrel 
follows a strident call by Iraq 
for the Organisation of Petro- 
leum Exporting Countries to 
raise the reference level to $2S 
a barrel and threats g gahtigt fel- 
low Opec members Kuwait and 
the United Arab Emirates, both 
of which have consistently 
ignored their production quota 
limits. 

Opec oil prices were just $14 
a barrel during June and are 
about $17.50 today. 

"It is my understanding that 


everybody is agreed to $20," 
said Mr Gholamreza Aghaza- 
deh, the Iranian Minister, at 
the meetihg in Geneva. How- 
ever he said that some coun- 
tries wanted to lift prices even 
higher. 

Mr Hishani Nazer, the Saudi 
Minister, said he Would sup- 
port an increase in the refer- 
ence price, although he did not 
say where it should be set The 
Saudis are understood to be 
attempting to fashion a com- 
promise position to bridge the 
gap between the price hawks, 
Iraq and Libya, and the more 
moderate Opec members. 

Iraq was understood to be 
uncompromising in its call for 


$26 oiL This figure is much 
hi ghw than most other Opec 
members win accept and Mr 
Rasheed Salem al-Ameeri, the 
Kuwaiti Minister, called it 
“unreasonable." 

lifting of the reference price 
is unlikely to have any imme- 
diate impact on the market, 
where prices are determined 
on the baste of Derceotkxnfi of 
supply and dem^L^owever, 
a high reference price could 
condition future debate within 
Opec over whether or not to 
lift the Opec production cell- 
ing. 

A consensus has been 
reached to set the ceiling at 
2&5m b/d coming old of the 


meeting, but some members 
would like to Bee this lifted in 
the fourth quarter if market 
conditions warrant it 
Dr Subroto, the Opec secre- 
tary general, said that the call 
on current Opec oil production 
plus stocks would average 23m 
b/d in the second half of the 
year, rising from 21.78m b/d In 
the second quarter to 24.43m b / 
d in the fourth quarter. Opec 
would have to restrict produc- 
tion to just 22m b/d in order to 
eliminate a 184m barrel stock 
build which occured in the 
first half of the year. Produc- 
tion at 22 -5m b/d would elimi- 
nate half of the stock over- 
bang, he said. 


Mexico applauds Iraq’s belligerence 

Richard Johns studies the problems of the state oil monopoly 

M EXICO is watching $14.20. That was well above the sales of its Maya crude on a domestic demand and ar 
the outcome of this $13 a barrel conservatively spot market basis to the west inability to Increase output 
week’s Opec confer- projected In the state’s budeet- coast of the US. because of low investment ovm 


M exico is watching 
the outcome of this 
week’s Opec confer- 
ence in Geneva with at least as 
much anxiety as any other 
non-member ail producer. 

It is greatly encouraged, 
though, by the belligerent 
stance taken by President Sad- 
dam Hussein of Iraq in con- 
fronting Kuwait and the 
United Arab Emirates, the two 
member states mainly respon- 
sible for undermining the mar- 
ket over the past four years. 

“He Is has become some- 
thing of a folk hero amongst 
us," said a senior executive of 
Petroleos Mexicanos (Pemex), 
the state oil monopoly. 

Officially though, the 
bureaucratic monster, which is 
undergoing a radical restruct- 
uring, has no comment on the 
Getaeva talks. Nor does the 
Ministry of External Relations. 

During the first five months 
of this year Mexico’s foreign 
exchange earnings from oil 
exports dropped by nearly 13.8 
per cent to about $2.6bn, com- 
pared with just over $3bn in 
the corresponding period of 
1989, while the average export 
price fell from $15.32 a barrel to 
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$14.20. That was well above the 
$13 a barrel conservatively 
projected In the state’s budget- 
ary estimates, but in June the 
puce dropped further. 

According to preliminary fig- 
ures from Pemex, isthmus, the 
country’s main light crude, 
which is exported to the US 
market, fetched $13.61 a barrel 
while Maya, a heavy crude, 
went for $9.50 and Otmsca for 
$1443, giving a weighted aver- 
age of $1X12 a barrel. Monthly 
earnings dropped to $408m 
from nearly (460m for May 
despite higher exports of i.sm 
b/d compared with 1.20 b/d in 
the previous month. 

During the period in ques- 
tion the proportion of Maya 
crude in Pemex’ s exports 
increased from 59.4 per cent to 
64.7 per cent, according to pub- 
lished reports, as Pemex tried 
to make good the country’s 
gasoline deficit. And no lesB 
than 60 per cent of June 
exports were understood to 
have gone to the US, rather 
than the 50 per cent tradition- 
ally set as the desirable limit 

Having been totally wedded 
to contractual agreements 
Pemex has experimented with 


sales of its Maya exude on a 
spot market basis to the west 
coast of the US. 

R efining capacity has been 
boosted to cater for domestic 
demand for gasoline, as well as 
heavy fuel ofl. The deficit last 
year pnt the merchandise trade 
account and current account 
into heavy deficit 

The Government and Pemex 
still nurse painful memories of 
the 1986 price foil. That was 
when the "greedy bedotT - as 
one Government official 
described the Arabian Gulf 
producers - led by Kuwait, 
with the support of of the 
United Arab Emirates, coupled 
with the more ambivalent pol- 
icy pursued by Saudi Arabia 
(aimed at asserting the domi- 
nance of producers with the 
greatest hydrocarbon reserves 
over the market and Opec) 
forced Mexico's per barrel reve- 
nue down to $U_60, precipitat- 
ing yet another financial and 
debt crisis. 

Mexico’s difficulties are com- 
pounded by the foct that, 
despite a flexible spot mar ket- 
related pricing mechanism, it 
is unable to increase exports in 
the face of steeply rising 


domestic demand and an 
inability to Increase output 
because of low investment over 
the past decade. 

Pemex has been milked dry 
to satisfy to the voracious 
demands of the Treasury. In 
addition it has suffered from 
iagk of or ganisational compe- 
tence and, until the arrest of 
Joacmin Hernandez Galicia th e 
petroleum workers’ allegedly 
corrupt leader, a stultifying 
m-iin-n stranglehold. 

Mexico may boast that it has 
switched from two-thirds 
dependency on oil exports to 
one- third since 1982. But even 
so, foreign exchange earnings 
from crude sales remain vital 
to the country’s balance of pay- 
ments as well as state revenue. 

Not being a member of Opec, 
Mexico has been forced to look 
on from the «iiten™i iffer** the 
“bedou greed” of 1986 put an 
end to attempts by the cartel's 
poorer, more populated mem- 
bers, notably Indonesia and 
Venezuela, to encourage non- 
members to restrain world oil 
output and boost prices. 

It will be watching the gam» 
in Geneva With more than 
usual interest 


Australia to resume live sheep sales 


By Kevin Brown 

AUSTRALIA’S LIVE sheep 
trade with the Middle East is 
poised to resume after 12 
months of uncertainty caused 
by the rejection of several ship- 
ments, mostly on health 
grounds. Mr Dick Austen, 
chairman of the Australian 
Meat and Livestock Corpora- 
tion, told a formers' conference 
in New South Wales that a live 
sheep shipment to Saudi 
Arabia was "imminent” 

Mr Austen said stricter regu- 
lations being applied by the 
corporation “will give us a 
strong degree of confidence 
about the status of age and 
health in our export sheep." 

The A$12Qm (£50m) a year 


live sheep trade between Aus- 
tralia and the Mldfllg East was 
suspended test August after 
several shipments were 
rejected by Saudi Arable on 
health grounds. 

The trade was resumed in 
December, but four more ship- 
ments were rejected in April . 
and May. No shipments have 
since been sent to Sandi 
Arabia, but a shipment of 
21,000 sheep to Bahrain was 
rejected earlier this month 
after complaints about the dis- 
ease scabby mouth. 

Mr Austen said Australian 
producers "have dot done 
modi of a job of meeting the 
requirements of Saudi custom- 


ers,” and admitted the “very 
nasty situation” which had 
arisen would take some time to 
put right. 

Saudi Arabia had developed 
high agricultural standards to 
which Australia had not 
res pt^edjguickly ^enongtL ^ 

has been a battle to get the 
Whole thing changed so we can 
be responsive to real Saudi 
demands of quality and 
health,” he said. 

However, the formers said 
they were disappointed by the 
corporation's handling of the 
live sheep problem, and called 
for a review of Us structure 
and performance. 


EC seeks 
reduction 
in farm 
chemicals 

By David Buchan in 
Brussels 

THE EUROPEAN Commission 
yesterday proposed new mea- 
sures to encourage farmers to 
use less fertiliser and pesti- 
cides in the interest of reduc- 
ing agricultural pollution, in 
addition to a Ecu 400m (£280m) 
package for general rural 
development. . . 

Mr Raymond McSharry, the 
EC agriculture commissioner, 
said existing schemes to 
reduce agricultural inputs had 
not worked very well, and 
therefore he proposed that 

• Up to Ecu 180 per hectare, 
depending on the reduction in 
output, should go to those 
farmers cutting down on 
inputs. In this way, Mr 
McSharry is opening up the 
possibility of the Commission 
helping to fund part of the 
costs that formers are already 
incurring in meeting EC envi- 
ronmental rules. 

• Up to Ecu 100 per hectare 
would be paid as a special 
top-up of the existing set-aside 
premium, to encourage formers 
to inc r»*a«o the environmental 
condition of set-aside land. . 

• Up to Ecu 150 per hectare 
could be paid for the upkeep of 
abandoned laud, so as to pre- 
vent soil erosion or fires. 

Under the so-called Leader 
programme approved yester- 
day, Ecu 400m would be avail- 
able up to the end of 1993 to 
help some 100 rural develop- 
ment agencies. These agencies 
would get an overall grant 
which they would use to pro- 
mote training, rural tourism, 
and the marketing of local 
form products. 

• The Commission proposed 
that tiie existing EC sugar quo- 
tas scheme should be renewed 
for two years, but that Commu- 
nity payment of storage costs 
for one category of excess pro- 
duction should be removed. 

At present, the sugar pro* 
duoed by EC formers is divided 
into three categories: ‘A’ quota, 
which is roughly calculated on 
what individual member states 
consume; “B* quota, which is 
destined either for elsewhere 
In the Community or for 
export; and *C’ quota, which is 
aimed for export but for which 
there Is no export subsidy. 

Mr Raymond McSharry, the 
EC form commissianBr, is now 
proposing that as from July 
next year, the Community 
should no longer reimburse 
formers _ for the storage of . C 
quota sugar! He said that with 
L3m tonnes of sugar coming 
into the Comrninrity (for refin- 
ing and re-exporting) from 
African, Caribbean and Pacific 
countries under the Lom£ Con- 
vention, and excess sugar pro- 
duction by the EC of some 
l-2m tonnes a year, the Com- 
munity was already having to 
put some 2£m tonnes of sugar 
on the world market 


Soviet Union takes ‘rightful 
place 9 in diamond cartel 


By Kenneth Gooding, Mining Correspondent 

AT1L30 yesterday morning Mr rightful place 
Gary Ralfe, a director of De table," said De Bi 
Beers, the world's biggest min* “K win guaranty 
ing company, gave the stable and pref 
go-ahead for a bankers draft flow to the Sty 
for US$lbn to be handed over industry and an 
to the Soviet Union’s precious eign exchange £ 
mpfraig Burt diamon ds organise* Union." 
tion, Glavalmazzoloto. • The deal Is aJ 

MiiintftK before. Mr Valerie in the interest of 
Roudakov, head of Glavabnaz- the CSO which- 1 
zoloto, and Mr Nicholas Oppen- than 80 per cei 
haimer, ftHairro an of De Beers’ uncut tWnTWritwto. , 
Central Selling Organisation political- reason 
(CSO), had signed the historic union has not i 
agreement which welcomed with the South i 
rack the Soviet Union to the but its stones hai 
world’s most successful cartel CSO’s Loudon s 
- the one which controls the via a complex 
market in rough (uncut) dia* trail of Intended! 
moods. It Is not cols 

The $lbn is a commercial Glavalmazzoloto 
loan against future diamond approach to tens 
deliveries. It win attract com- agreement with 
merdal rates of interest and May. That waf 
the soviet Union will ship its when De Beers 
diamond stockpile from two. patting it 


diamond stockpile from 
Moscow to the CSO in London 

as rtnl1»t gp»? 

Even so, "De Beers is doing 
more to help the Soviet Union 
solve its shortage of hard cur- 
rency than any country,” M i 
Euan Worthington, head of 
S.G. Warburg’s mfrrfag team, 
pointed out. 

And we should expect more 
deals involving the Servlet 
Union swapping commodities 
- oil and gold fin: example - 
for hard cash because that 
avoided the complications of 
dealing in currencies, 
suggested Mr Andy Smith, ana- 
lyst with UBS Phillips & Drew. 

"This (teal is manifestly in 
the interest of the Soviet Union 
which, as a major diamond 
producer, will be taking its 


rightful place at the CSO 
table," said De Been* Mr Ralfe. 
"It will guarantee an assured, 
stable and predictable cash 
flow to the Soviet diamond 
Industry and an inflow of for- 
eign exchange for the. Soviet 
Union." 

• The deal Is also manifestly 
in the interest of Da Beers and 
the CSO which- markets maze 
than 80 per cent' of world's 
UnCttt SUce 1963, for 

political- reasons, the Soviet 
union has not dealt directly 
with the South African group 
but its stones have reached the 
CSO’s London sorting tables 
via a Complex "and tortuous 
trail Of Intermediaries. - 

It Is not coincidence that 
Glavahnasoloto made its first 
approach to renew the formal 
agreement with the CSO In 
May. That was the month 
When De Beers split itself in 
two, patting its non-South 
African assets into a Swiss 
company. The Soviets have 
been negotiating with the 1 now 
Swiss concern, De Beers Cente- 
nary. 

Although the Soviet Union 
has always played the gome to 
CSO rotes - it did not disrupt 
the market during the Severe 
recession In the early 19803 for 
B*a*np1a - there Was always 
an outside chance that It might 
hove bean forced to dump dia- 
monds as part of its desperate 
search for hard currency. " 

The potential ^ffiSuptkfii 
was revealed yesterday When 
D8 Beers said It was moving 
the Soviet’s stockpile of accu- 
mulated uncut fljgwmndii from 
Moscow to London as collat- 
eral for the $ltm loan. 


~ Now the Soviet Unio n Is tied 
to an exclusive arrangement, 
worth about $5biv to sell its 
rough diamonds through the 
CSO for the next fi ve ye ars. 
Apart from De Beers’ own out- 

from Australia, Botswana, 
Namibia, Tanzania and Zaire. 
No other cartel (De Beerepre- 
fers to describe it as single 
channel marketing”) 
iTT at** the CSO’s record. While 
other commodities and metals 
wildly fluctuate In price m 
response to economic condi- 
H fing diamonds, with tew 
exceptions, have ®oved 
upwards every year since the 
1930s depression- . 

The Soviet Union’s dtemanos 
frtnm from an area around the 
towns of Mirny and Udachny 
in north east Siberia where the 
fUmate is extremely hostile, in 
value *»nna tt Is the worlds 
second-largest producer of 
rough diamonds, contributing, 
according to analysts’ esti- 
mates, about 25 per cent of the 
CSO’s stones compared with 
Botswana’s 50 per cent 

MT Rflifa admitted that, as 
the titan was intended to help 
speed up development of the 
already efficient Soviet dia- 
mond industry, there was the 
potential for a rapid expansion 
of output The diamond Indus- 
try would cope, he suggested, 
"as long as the diamonds are 
marke ted through the CSO.” 

And, if the market for gem 
diamonds progresses as De 
Beers exnects. the Soviet stock- 


out wffl be sold over the next 
five years. 


Rich pickings from Granny Smith 


By Kevin Brown In Sydney 

THE GRANNY Smith gold 
mine near Lavetton in Western 
Australia is meeting hopes that 
it will be one of the largest and 
lowest cost gold mines in Aus- 
tralia, Delta Gold said yester- 
day. 

Delta, which owns 40 per 
cent of Granny Smith, said the 
mine produced 63,391 ounces of 
gold in the three months to 
June, at an average cash cost 
of A$169 (US$132) an ounce, of 
A$188 including the cost of 
pre-stripplng the adjacent 
Goanna pit; 

Granny Smith* which was 
officially opened in May, is a 
co-venture with Placer Pacific, 
& subsidiary of flatw Dome of 
Canada., : - . 

Delta said the mine had 
exceeded all planned gold pro- 
duction and cost targets during 
the quarter "and is success- 
fully established as one of the 
largest and lowest-cost gold 
- mines in Australia,” 

The Goanna pit, where pre* 
stripping began in June, is 
expected to become a signifi- 
cant contributor of ore, the 


company said. 

The joint Venture partners 
have accelerated plans far a 
tertl.Tnm and afisOaOted facili- 
ties at Granny Smith, - Delta 
said. The two Companies had 
planned to install a 2 & meg&- 
watt-banmm during 1992, but 
now intend to commission a 
3.75 megawatt mill by mid 
199L 

The larger mill will increase 
milling capacity froth 3m. 
intiiMw per year to tonnes 
ftjr sapTOBte Ore, and from som 
tonnes to 2Am tonnes fof fresh 
ore. 

. “TWs win result in a signifi- 
cant increase to ennual . gnid 
production from.:-mid409l 
onwards,” Ddta said- . •. _ r 

The joint venture partners 
are also plantiW to begin an 
exploration drilling pro- 
gramme early next, year to 
define additional gold 
resources and mineable ore 
reserves adjacent .to - the 
Granny Smith and nearby Win- 
dicb deposits. • • • 

Delta said its QBD mine at 
Kanowna, Western Australia, 


which is a 50 per cent joint 
venture with Peko Gold, had 
performed well to the quarter, 
recovering from earlier delays 
in reaching fall production. . 

The mine produced 6,352 
ounces of gold during the quar- 
ter at a cash operating coat of 
A$409 (Mr ounce, compared 
with A$B33 for the year. Cash 
operating costs were expected 
to fell to between. AJ390 and 
A«380 per ounce over the com- 
ing year . as gold production 
from heap, teaching stehfiteed 
at around 2,500 ounces a 
month. 

Delta • said . that gold 
production at the four rtthme in 
which it has ait interest In 
Australia and' Zimbabwe 
totalled 29,515 ounces in the 
quarter, and 53£63.nuncea fin 
the year. 

The company said it had os& 
standing gold forward sales 
contracts for around 270,000 
ounces at prices well in.excraa 
of current gold prices. Unreal 
feed gains an forward sales Ml 
June 30 amounted to apprext 
mately AJS&n. 


MARKET REPORT 

GOLD prices moved through the 
resistance point of $372 a fine 
ounce yesterday on the London 
bullion market The rally, spurred 
by Middle East unrest firmer oil 
prices and predicted further 
easing of fiscal policy In the US, 
came after the morning fix of 
$367.40; chart trends now Indicate 
a technical target of $375. "Gold 
currently looks very attractive if 
you compare one month Interbank 
bullion rates of around 6.8 per 
cent with comparable interbank 
dollar rates of about 8 per cent,” 
one dealer said. However, he 
added that the market needed 
to consolidate at these new levels 
before rising further. On the LME 

London Markets 


Crade at {per barrel FOB) 
Dubai 

Brant Blend 

W.T.I. (1 pm eat) 

OS produ ct! 

( NWE prompt delivery per t 

Premium Gasoline 
On Oil 
Heavy Fool Oil 
Naphtha 

Petroleum Argue EsUntotot 


8l695-7J5y -0.16 
S18384.40y -0.176 
520.48fl.48y -033 


S281-263 -1 

S175-T7B 
$75-77 -1 

$162-164 -2 


Odd (par tray ozHP S3T2JJ0 +3J 

Silver (per tray oz)* *87o 
Platinum (per trey on) $481.28 +026 

Pall adium (per tray oz) $117.38 -1-40 

Aluminium (tree market) S1$6S 

Copper (US Producer) 1»Oc +1-5 

Lead (US Producer) 60£o 

Mckel (free market) «0c -TO 

Tin (Kuala Lumpur market) 1596r -0.11 

Tbi (New York) 283f -1 

Zina (US Prime We et eml 87 Jo 

Cattle (the welghtjt 10&2Bp -ISO* 

Sheep (dead WrtflWJt WMSp -17£ 

Pigs (live watflhttf »i.47p -7-B6* 

London daily eager (raw) 

London dally eager {*«*») +*■“ 

Tate and Lyte export prtoa E268S +2JP 

Barley (Engl tali teed) E107.7S 

Main (US No. 3 yellow) W3U) +150 

Wheal (US Perk Northern) Ung. 

Rubber (Sep* Jg-f* 

Rubber (Oct)V BZJSp +0.76 

R ubber [KL RSS No 1 Aug) 234.0m +060 

Coconut oil (PhBippineeM sssm 
Pam Oil (Malayaianjf *270 
Copra (PNUppIneaJi ««" 

Boyabaana (US) £IS0S 

Cotton "A“ moan BOJMe 

W oottopa (04a Super) *B8p 

C a tonne unleee otfterwtae etatadL p^meelfcfr 
o-centa/lb. r-rlngflU/kg. q-SopTOoL Wul/Aufl. 
u43ct!Dec v-Jun/JuL «*Aug z-Aug/Sep y-Sop. 
tWaat Commission average fatatock prices. “ 
change Irom a weak ago. ^London physical 

market. IC1P Rotterdam. ♦ Bullion market 
doss. m-Malamtan oorts/kg. 


copper prlcos moved ahead on 
short covering. Three-month 
closed above £1,500 a tonne. 
Dealers said the covering may 
have partly reflected nervousness 
ahead of a possible strike by 
Minero Peru workers If a new 
labour contract could not be 
agreed by today. However, a rally 
In zinc prices based on Minero 
Peru fears ran out of steam — 
traders said any recent rise based 
on potential supply disruptions 
appeared to have lost momentum 
fairly quickly against a background 
of weakening demand. Nickel 
prices advanced on short covering 
after Tuesday's sell-off. 

Compiled from Reuters 

EUOJm - London rox f| pgr tormo) 



Ctoee 

Previous 

High/Low 

Jul 

763 

733 

702 743 

Sep 

765 

782 

785 7SS 

Ded 

795 

782 

798 7B3 

Mar 

82* 

810 

825 813 

May 

543 

829 

843 554 

Jul 

863 

649 

561 859 

Sap 

882 

869 

882 872 


towpo<l — TSL OWHAIHa (Prlcco ouppjtad by Amalgamated Motti Trading) 

a °” Prartoiw High/Low AM Offldal Kerb dote open Intercut 

M-TW iwrtty ff per tonne) Total daily lunwrar 12. 150 .loti 

Cosh 1585-7 157TJ-3 16824 

3 months 16155 1603-5 1 61571860 1S96-6 1013-4 42.073 loti 


Twnpyan 3022 (MW) Iota of 10 tonnes 
ICCO indkMor p rices (SDRs per tome). Doily 
prion tar Jul 24 MU2 (833.13) 10 day average 
far Ad 23 D6&38 (B66L40) 



Clou 

Prevfaua 

Hlgh/Low 

Jlfl 

938 

527 

537 5S2 

Sep 

887 

660 

650 552 

Nov 

577 

570 

879 574 

Jan 

596 

690 

595 555 

Mar 

615 

609 

BIS 513 

May 

835 

028 

832 530 

Jid 

655 

646 

853 6S0 


tamWnn, «L7% parity (5 per tonne) 
Cash 1565-7 1S7D-3 

3 months 1615-6 1603-3 1 

Copper. Prado A (E per tonite) 

Cosh 1333-7 1487-8 ii 

3 months 150S8 1460-70 Ii 

Lied (8 per tonne) 

Cent) 470-2 475-7 41 

3 month! 47SJ-6 47841 « 

Mam (0 per tonne) 

Cash 9900-50 9750-600 » 

3 months 8600-60 9700-25 « 

Tta (3 per tonne) 

Cash 5090-6003 6010-5 

3 months 6110-20 B1S5-4Q 81 

23ac, 8pedel High Credo (5 per tonne) 

Cosh 1500-5 1565-70 i( 

3 months 1547-6 1536-8 If 

LME O wing PS rate; 

SPOT: 1JTI00 3 months: 1.7760 


162571508 

151071488 


985070700 

666079773 


5980/3970 
61 3076 100 


156371562 

156071637 


1507 £-8-3 
146&B-4 


6700-50 

9775-800 


1618-4 42^78 lota 

Total dally turnover 64^435 fata 

ianLS-7 igeai loti 

Total dally turnover 1,438 fata 

47B-S 10,844 lota 

Total daHy turnover 1,792 Iota 

97304800 9,783 loti 

Total dally turnover 1,401 fata 

6120-30 5.111 lota 

Total daily turnover 14883 lota 


HE* TWIG OB. 42,000 U8 gads. osnta/US galta 
Latest Prevtotii Mgh/Lo* - 

Aug 6673 5732 5735 . 0645 - 

NOv 6000 9047 . 9040 5070 

Dee 9073 9134 6123 6060 

Fttb 6025 5070 0076 €000 

Apr 6695 8593 5969 0 


Chicago 


SOVAMAIM OJOQ bti ntln; dantdWOm boahet 
' Ctosa Previous Mflh/Low 


Raw 

does 

Previous 

Hlgh/Low 


258.00 

264.40 

236.00 2S&.00 

Oct 

257.00 

253.40 

2G5J0 253.00 

Dec 

267 JO 

285.40 

284 JO 244,00 

Mar 

247 JO 

243.00 

24620 243-00 


248.00 

244.00 

246-00 244J20 

Aug 

249.00 


248J0 245.40 

Oct 

246.00 

240.00 

245.00 244 JO 

White 

Cfase 


Hlgh/Low 

Oct 

316.8 

314J 

31 8J 313-5 

Oeo 

311JB 

303.5 

S1OJ307J 

Mar 

311.0 

3Q9L0 

311.0 300J 

May 

313J 

312.0 

313-0 312.0 

Aug 

3103 

316 J 

319J 318.0 

Oct 

312.0 

306J 

31 OJ 309.0 


Turnover: Raw 1794 1221 7) lota of 50 Unnoo. 
White 447 (782) 

Parte- Whha (FFr per tome); Oct 1710. Dee 1605 
Mar 1700. May 1710, Aug 1742 

cmuraon - iri j/bernri 

Latest Previous Hpl/ltM 


Turnover 2578 (2687) has of 5 tonnes 
ICO Indlcexjr prices (US cents per pound) tor 
duly 24; Comp, dadly 67.73 (67.81). 15 day aver- 
age 67 JM (67.60) 


Close Previous Hlgh/Low 

Nov 18&0 18341 184-0 184.0 

Apr 129.0 12&S 120.0 126.0 

May 141.0 138.0 140.0 137.0 

Turnover 337 (306) lota of 40 to nnes . 


Cl ose Previous Hlgh/Low 

Oct 109.70 110.00 109,70 

Turnover 10 (40) fats of 20 tomes. 


6 months: 1.7344 


9 months: 1.7312 


Cfase PwWfaBS Htgli/tjoW 

Sap 1287 1268 tZ7tf" 

Oec 1306 1304 ’ 1314 

Mar 1344 1343 - 1347 

May 1985 1385 1371 

Jul 13te 13te 1350 

Sap 1407 1405 0 ' 

Dec 1440 1438 0 


COME -C“ 97 jnOBta; oantaribe 


- Qfl.OOb lbs; cewta/lB ‘ • 
Prevtoua tftghnjcrw 


Aug 

sesn 

884a 

588/6 . 

652/4 

• / 

Sep 

588/2 

589/4 

BBS/4 

587/4 

- 

rate 

099/2 

908/4 

604/4 

- 597/4 

1 

Jan 

608/4 

611/0 

615/4 

606/4 

• • 

Mar 

620/4 . 

822/4 

827/D 

620/0 


May 

627/0 , 

581/0 

■ 634/4 

term 


jol 

634/0 

637/0 

640 tO 

833/0 


- Aug 

6B8tt 

634/0 

ate/ 0 

stem 



1948 

Sep 

28-06 

23.10 - 

23-88 

1976 - . 

Oct . 

.23-55 

23.13 

23.72 

0 

-Deo 


23.11 

23-60 

0 

Jan 

2685 

Wa if 

23.70 


Mar 

2372 

2338 

23 JO 


*W._ 

23J5 

23-47 

23J0 


Jul 

23.70 

23JB' 

23J5 


100 tans; (non 


OoH (line oz) 3 price 

Cfase 372’* -372 A, 

Opening 3661* -387 
Morning fix 36740 
Afternoon fix 372.75 
Day s high 373 -374 
Day's tow 36812-367 


Mepteteaf 380385 

Britannia 3S0-38S 

US Eagle 380-385 

Angel 380385 

Krugerrand 372-375 

New Sow. 68-80 

Old Sov. 88-80 

Noble Plat 487.00484.76 


Sep 1942 18.58 

Oct 19L58 1082 

Nov 1060 19.87 

Dec 18.60 16.62 

IPE Index 19J4 itti3 

Turnover: 10916 (8480) 


Latest Previous 


1855 19.26 
19.S3 18.40 
19^2 18.41 
18.62 1948 


rr Pirnmn - arm 5iorindex po*m 
Cl oss Previous Hlgh/Low 


2054t-2084t 

203203% 

206.166 

208261 


£ equivalent 

210213 

210-213 

210-213 

210213 

205*2-20712 

46*2-50 

4812-50 

26920273 JO 

US eta SQuiv 


New York 

BOLD 100 tray Sitroy oz. 


Jul 

Cfase 

372J 

Previous 

367J 

Hlgh/Low 

0 

Aug 

372.6 

3604 

3705 

Sap 

376J 

3703 

377 JO 

Oct 

4/M 

372.7 

5708 

Dao 

3B1J 

377.2 

3800 

Feb 

367*0 

351J 

387.0 

Apr 

3809 

3807 

301 J 


Previous 

HtglWLow 


. A«0 

168J9 

1706 

171J 

185.7 

87 JS 

88J6 - 

67 JO 

- asp 

1703 

172.1 

172.7 

170.1 - 

91 JO 

9245 

61 JO 


171 J 

172-9 

I73J 

471J 

9016 

9SJ0 

MM 

Dec 

. 174-0 

1706 

178-5 

1756 

9090 

9728 

9BJO 

Jen 

1752 


T7T-3 

175.1 

96.15 

963* 

9BJS 

Mar 

177J 

. xnw 

178*3 

17741 

99J5 

101.25 

10QJ6 

May 

1700 

100-0 

1612 

179J - 

102-00 

10* JO. 

0 

JU . 

1822 

.. W22 

T82J 

161J 


PLATWtNI 50 troy OE 3/troy oe, 

Oosa Pravtoin tOgh/Lew 

Jul 48CL0 475.9 4800 


Jul 4000 475.9 

Oct 496J) 4824) 

Jan 4905 483.4 


4500 4800 

4B9JS 484jB 

494-5 482-5 


3R-VEH 5,000 tray ozj centa/tray os. 

Oosa Previous Hfah/Low 


Aug 

174.75 

17475 

173.75 173.00 

S®u 

173J0 

17523 

177 JO 1T92S 

Oct 

177 

17725 

177 JO 178.00 

Nov 

178-50 

176-75 

17900 17825 

Dec 

179.75 

179 JO 

17975 177 JO 

Jan 

179 JO 

17900 

17960 177 JO 

Feb 

17S.T5 

177-25 

175.00 17800 

Mar 

168.00 

16900 

168-00 164 JO 

Apr 

170.00 

168J0 

167 JO 


Jul 

1280 

1146 

1310 1280 

3 months 



Jul 

4B2J 

481.1 

487 J 

482J 

Aug 

1175 

1166 

1184 1175 

6 months 

289.70 


Aug 

4332 

481.7 

0 

0 

Oct 

1260 

1263 

1290 1280 

12 months 

30916 

52915 

Sep 

487J 

4S&5 

4»5J 

4896 

Jan 

Apr 

BR 

Turncv 

1148 

1263 

1142 

ar 185 ea 

1275 

1276 
1141 

E) 

1310 1286 

1285 1283 

— TRADED OP 

TKNn 

Deo 

Jan 

Mar 

— May 

Jul 

487 J 
500.6 
6092 
9184) 
521J 

486J 

4990 

608.7 

613.4 

5293 

6090 

0 

818.0 
621J 
to mt 

4999 

0 

6090 

8190 

B29J 


Wheel Cfase Previous High/Low 


Turnover 3930 <9477)tata c* 


Recant wool sates In Australia continue to 
shew haw seriously wool Is In over-supply. 
OKerlngs in July havs been shout halt the 
quanttbea originally scheduled but despns 
this the AWC Is having ta buy tn over half 
what is put up lor sale. Reduced offerings 
ore a result of Inflated figures In June, as 
growers tried ta put up all they could white 
the higher root price applied- ta them, at 
AWC expense, but not to buyers, n whom 
the new 700 cent basis applied. 

With hofldays a major factor in most 
consuming countries trade is vary subdued 
and prices soft and atatfa. 


Sep 

m.40 

111.00 

111.20 

Nov 

11960 

11905 

11540 11930 

Jan 

11955 

11900 

11985 

May 

12940 

12900 

12920 

Bariay 

Cfase 

Previous 

Hgh/Low 

Sep 

11OJ0 

109.60 

11050 11000 

Nov 

114 JS 

114.10 

114.70 114.40 

Jen 

11960 

11780 

11416 117.80 

Mar 

121 JO 

121 JO 

121 JO 121.25 


Turnover Wheat 38 (63), Barley 167 (75). 
Turnover tots of 100 tonnes. 


AhimMuta (BO.7%) Calls Puts 

Strike pries 8 tonne Sep Nov Sep Nov 

1500 ice iao 4 i5“ 

1600 37 63 30 42 

1700 6 24 98 100 

Copper (Prado A) Calls Pum 

2M0 171 139 26 96 

2650 106 93 SO ISO 

2750 66 60 110 214 

c °*" Sep Nov Sep Nov 

S» 59 93 2 26 

550 22 29 15 53 

600 S 19 48 89 

C**”* Sep Dec Sep Pec 

TOO 70 84 5 39 

750 35 56 20 63 


Sep S29J 527.7 0 0 

WQHqHAoecoppmgjoaoBtaiosnwribs 
Cfase Previous. Hlgh/Low 

Jul 123.70 t22JS 124.80 13280 

Aug 122^9 121.50 123.60 122.00 


8UOAB WORU) 11* 112JW0 lbs; oenta/ltad 
Cfase PlWtotta ■ rflgttfLpw - • 

Oct 11-45 . 11 SB 11.48 1127. 

Mar 11.13 1033 11.14 *L07 

May 11.14 1004 11.15 IIjOQ 

<M 11,16 1159 11.18 ' I US 

Oct 11.18 1090 1120 11.10 


OBANQeJWCglQOOOIbtacentaAbs , 
Cfase Prevfaua Hfah/Low 

Sep ' 172^40 17320- 173.10 IMjBO 

Nov 162.75 leaob moo tezjxi 

Mar 150X0 15855 16950 16550- 


■ COTTON 5Q500tcantaribi ■ . 

Cfase Prevfaua Hlgh/Low 


Oct 

11088 

11840 

11890 

11960 

Oct 

7795 

7795 

7915 

77.05 


Nov 

11788 

11910 

117 JO 

1T7J0 

Dec 

7938 

7394 

7498 

73J4 


Dec 

114J5 

11380 

11940 

11290 

Mar 

7490 

7496 

75-01 

7490 


Jen 

11280 

111.75 

0 

0 

May 

7495 

7906 

7940 

74« ~ 



Apr 107.85 195S0 o 

May 10096 105.15 10080 


CRUOE OB- (light) 4QQ00 U8 galls Steertel 
Latest Previous High/Low 

Sep 2032 2058 2088 20 25 

Oct 20-82 21.02 21.18 

21-00 21J20 ZIM 

21.17 2133 2147 

SIM 21.34 2142 

2140 2)^4 2145 

M.32 2i J3 aij2 

2140 21J3 2140 


HEUTTOS (Base: SeptmW 18 1931 -100) 
Jul 25 Jut 24 ninth ago yr ago 
17901 17894 16629- -1893.1 


M A iPE 5J00 bu mkt; certta^Bta buahet 
Ctaaw Prevfatts Wgh/Low 

i«P 26078 251/4 282/4 

Deo £86/0 - 257/0 26BZB 

Mar 263/4 264/2 28UQ 

Mqr 999/2 T 268/2 Z71/2 

Jul . 272/2 .. 272/2- . Z7E/0 

Bep . . 268/2 £65/8 . . 267/4 

POO 260/4 251/2 268/4 " 

WHEAT QOOO bu tnfai; cenfa/BO/b-bushe/ 
Cfase ^revtoue Hlji/Lbw 

Sbp 301/4 303/4 306/0 

Dec 318/0 - SIM 3H1/4 

Mar XBAB 328/2 gja/e 

May 92374 - 326/0 329/4 

Jol 320/4 323/0 .3200 

UVgCATTtg 48.000 lbs; centa/lbs ."^T 
Cfass PreiHom H fah/utw 

7845 Trrai “ 
7332 77 JS 7846 

S'® 78.77 77.15 “• ' 

Pab 7U5 73M - AH : 

App 'nun mm rags 

j™ 74.30 . 74JI2, - 7442 

hug - 72A2 rzocC ^ 

tivE HOCM 3mfa0 MS; cantaflba 1 

- Ct0 “ - Pnwteus Hlg h/Low ~ 

“2 aoio ; 

SSL £■£? “MS ' sags - ; 

Dee tBJtt Kao a* 

25 484S 4903 40^0 ! 

APT 4525: 48.77 - 4 

■JU? »» •«« . SSo.- t 

•« -5037 49X7 - . SS-— ! 

^ 46.78 4 ara , Sg - * 

POHK BMUs 40JQ0 faa; oenta/ta * 


Wblwi HohAjow 








29 




. .gSc 

S?& 


gSJsft 

..‘•WKvS 

?«*s«s 

^ «pS 
SmniSS^ 
S 0 * uSE* t 
#®gu!SSi 

;« ClitpUt -J jL 

.•gfflij 


85SS 

5il9wSuS?¥E 
jj® tf 2K 

fi w y!v%: H *k 



'" -^h is a j3 «» 


._ ^fcw 
# . iK EiJDjSb 
^neiofgjijjjk 

?;.£ ae *£2 
P*f aakr 
** : >5br££ 
S»?.?38 cas«; 
vJ3r :i ^5 

'••*••>< :-s oiuajEt 

r ■ ;tl? ^ use 

- -*r. isip kjjE, 

£‘„:” Ea3 ^ 

--.‘i said ► 
vrx^-OTsitel 
'•V.™ ;: t ss e 
.*.?::&a ad- 
:. 'tilled yji)E 
r.*r. mSs-. 

:r.r >:J’ 

Ts- eksbj* 
foidfe 
;.-lr.::; frsi 
at prist: 
;: ; -utc-.i a2i. 

;.~:'i HSi CQfK 1 

;-c sssfiia 

—i-v- 




■•-: $ 


FINANCIAL TIMES THURSDAY JULY 26 1990 


LONDON STOCK EXCHANGE 


Share prices fail to hold early gains 


FINANCIAL TIMES STOCK INDICES 
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GLOOMY views on Inllatioa 
from both sides of the Atlantic 
kept the UK stock market sub- 
dued yesterday. An early gam 
In share prices, ascribed 
largely to. aggressive demand 
from, market makers short of 
stock, was virtually eliminated 
later. OK Government bonds 
weakened as traders mulled 
over the admission by Mr John 
Major, the OK Chancellor of 
the Exchequer, that the Gov- 
ernment’s Inflation target of 5 
per cent by mid- 1991 is 
unlikely to be met. Also dis- 
couraging Investors were com- 
ments on the US inflation out- 
look from Mr Alan Greenspan, 
the chairman of the Federal 
Reserve Board. 
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At the opening. London equi- 
ties appeared to brush off the 
comments from the UK Chan- 
cellor and the US Federal 
Reserve chief. Overseas earn- 
ing stocks were ready to 
respond to the sharp fall in 
sterling which took place late 
on the previous evening, and 
oil issues were still firm on the 


increasing tension between 
Iraq and Kuwait. 

MarkCtmakcrs took the 
opportunity to bid for shares to 
meet selling orders transacted 
when the market plunged on 
Monday evening, and equities 
moved up quickly to take the 
FT-SE Index up by more than 
21 points. 

Marketmakera had only lim- 
ited success in tempting out 
sellers, and once they had 
stopped trying the market lost 
momentum. The gain on the 
Footsie was whittled away, 
leaving it only 10 points up 
ahead of Wall Street’s opening. 
When New York came in on an 
uncertain note. London aban- 
doned independent action and 


followed toe Dow Average as it 
rallied slowly in early trading 
to show a loss of about three 
points as toe London market 
dosed for the day. 

The KT-SK Index held on to a 
gain of 3.8 for a dosing reading 
of 2,364.7. This shows a recov- 
ery of only l!L2 points since the 
late setback on Monday when 
London lost -18 points as Wall 
Street collapsed. In both Tues- 
day's and Wednesday's ses- 
sions, early attempts to recover 
ground have been halted by 
continued nervousness over 
the outlook for Wall Street. 

Trading volume remained 
unexceptional yesterday, with 
427.5m shares through the 
Seaq network, compared with 


385.7m on Tuesday. 

Traders commented that the 
market remains highly vulner- 
able to negative corporate 
developments, even when 
these might have been fore- 
seen. Reuters shares recovered 
port of toe 15 per cent fall suf- 
fered on the previous day, but 
Reed International, as well as 
other publishing stocks, 
remained depressed by the 
trading warning from the Reed 
chairman. 

Yesterday it was the turn of 
BTR, the international con- 
glomerate. to react sharply to a 
coded warning to analysts 
from the boardroom, even 
though some analysts saw to 
reason to change stance. 
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Concern 
over BTR 
trading 

BTR. the international 
conglomerate, fell by nearly 24* 
per cent cm concern that cur- 
rent trading may be slower 
than the mar ket h ad previ- 
ously thought BTR closed is 
lower at 4Q9p. having hnrf 19m 
shares traded. 

Analysts said BTR had indi- 
cated that they should not 
revise up their profits forecasts 
despite a beneficial change in 
the way it translates Its over- 
seas earnings. This suggested 
to analysts that the positive 
effect from currencies had 
been offset by slower underly- 
ing trading growth. 

The move to using the aver- 
age exchange rate of the pound 
during the financial year, 
rather than Che rate at the year 
end. would boost profitability 
at the interim stage. But most 
analysts had left their fore- 
casts unchanged. “If you do 
not upgrade on currency con- 
siderations, then it is an under- 
lying downgrade," one analyst 

Said. 

Barclays de Zoete Wedd left 
its forecast for first-half profits 
unchanged at £S40m, while 
UBS Phillips & Drew lowered 
its estimate to £535m from 
£S50m. 

However, supporting BTR 
was news that it bad mate an 
acquisition in North America 
for CSL30m. Dealers said this 
effectively ended speculation 
that it could spend considera- 
bly more on a US pump maker. 

BAA takes off 

- BAA traded briskly, rising 6 
to 46Tp as stories began to fly 
that a predator was running 
the slide rule over the UK air- 
ports operator. A news agency 
suggested that toe interested 
party was toe Bermuda-based 
services group ADT. Analysts 
thought it just possible that 
ADT could gather sufflcent 
funds from US sources to 
mount a bid but believed such 
a move unlikely in view of the 
UK Government’s golden 
share. 

The group’s articles of asso- 
ciation prevent any individual 
shareholder owning more than 
15 per of the equity, nor have 
any proposals aimed at chang- 
ing this been proposed for 
Monday’s annual meeting. 

A more plausible reason for 
the buying was recognition of 
BAA’s fundamental trading 
performance, said one 
researcher. "The shares are not 
trading at a premium to the 
market and, with an unde- 
manding price-earnings ratio of 
10.7 times, they deserve to," be 
sakL 

Two large deals of 7m shares 
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The oil sector*? oa (pe rform ance against the wider equity market, 
which commenced at the beginning of the month, continued 
yesterday. Oil shares have been boosted by the sharp upswing in 
crude prices the meetings between Opec members held on 
July 10 and 11. the so-called Jeddah Accord. 


apiece were meanwhile 
recorded in ADT, marginally 
firmer at ZTO'.’ip. This may 
have represented an agency 
cross but morketmakers were 
of the opinion that the deals 
were on behalf of toe company 
itself, which has been aggres- 
sively pursuing a share buy-in 
programme over the past few 
sessions. 

Reuters steadier 

Reuters began to recover 
modestly from the previous 
session’s 15 per cent drop. The 
stock turned lower at one stage 
but eventually finished 18 
higher at 1063p. having traded 
5.8m. Analysts said volume 
had been swelled by holders of 
News Corporation preferred 
shares exercising their rights 
to take cash rather than Reu- 
ters stock and then purchasing 
Reutera shares at the current 
lower levels. 

Behind toe advance was a 
MK ebu* Reuters. Ha/i been 
oversold during the previous 
session;- Reutera met with US 
investment analysts In New 
York, and this encouraged 
some buying of stock. UK ana- 
lysts believed that some lead- 
ing US investment houses were 
poi^d to become positive 
despite the profits warning 
delivered on Tuesday. After 
the London market closed. 
Reuters was due to meet with 
key US institutions, the out- 
come of which would decide 
whether the recovery contin- 
ued, analysts said. 

Lasmo volatile 

Lasmo, one of toe brightest 
stars in an outperforming oil 
sector in recent sessions, 
burned fiercely early in the 


session but then fizzled out to 
close easier on the day after 
revealing interim results and 
the marked absence of any 
bullish news on the interna- 
tional drilling front. A lessen- 
ing of the tension in the Middle 
East also took some of the 
gloss off the Lasmo share 
price. 

Buyers of Lasmo shares dur- 
ing some busy trading periods 
this week had apparently been 
expecting news of an oil dis- 
covery from Lasmo’s Pakistan 
drilling operations. This was 
not forthcoming and specialists 
said the drilling would proba- 
bly result in a gas discovery. 

Lasmo’s interim figures wefe 
said to be as expected, 
although there was slight dis- 
appointment with the interim 
dividend. 

The Lasmo share price raced 
up to 463p during early trad- 
ing, hut subsequently retreated 
to 440p after the figures before 
ending a volatile session a net 
3 easier at 445p. Turnover 
reached 2 ^ shares. 

The rest of the oil sector was 
much fn ^ mpr after frantic 
buying Interest generated In 
recent days by the build up of 
tension in the Gulf. Brent 
crude for September delivery 
was some 20 cents a barrel 
lower on the day after Interna- 
tional news agencies reported 
Iraq telling the Egyptians that 
th^r would not Invade Kuwait 

But specialists were very 
wary of taking a bearish view 
of crude prices or the oil sec- 
tor. “I would not recommend 
taking out any short positions 
on the back of today’s stories," 
said one, although he did say 
that typically In any Opec 
meeting situation "the travel- 
ling tends to be more comfort- 
able than the arrivaL"He added 


that yesterday’s market moni- 
toring committee meeting rep- 
resented nothing more than 
“preliminary sparring; toe real 
business starts today.’’ 

There was more big activity 
in BP. which touched 349p 
before coming off sharply to 
close only 3 ahead at 343p on 
turnover of 12m. Shell, up to 
498p early in the session, were 
driven down to close margin- 
ally off on the day at 488p on 
turnover of 4.4m. British Gas 
were finally 2% higher at 
220 %p on 63m. 

Enterprise was one of the 
sector’s best performers, clos- 
ing li up at 6B7p. after 690p. 
Ultramar gained 6 to 349p. 

Dealers said the second line 
oils, very much left behind in 
the recent upsurge by the oil 
majors, enjoyed some keen 
support, notably Clyde, which 
put on 2 to 177p, after 279p. 
Goal added the same at 10lp, 
and Aran Energy 5 at 52p; 
Aran nil-paid moved up 4 to 
15p premium. Premier closed 
at 88p ex the onc-for-ten scrip 
issue. 

The reaction of defence 
Issues to the sweeping cuts in 
all three armed services, the 
first results of the “options for 
change" defence review, was 
muted. British Aerospace was 
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the only stock to record an 
appreciable Ion. and most of 
this occurred before Parlia- 
ment was told the news yester- 
day afternoon. Shares of BAe 
closed 10 down at 542p. 

Thorn EMI dropped 7 more 
to 718p, upset by the BZW 
downgrade - for 199001 BZW 
is going for pre-tax profits of 
£335 m, down £13m - and wor- 
ries about tomorrow’s annual 
meeting, which some special- 
ists expect to include a cau- 
tious statement. One analyst 
said yesterday that "a lot of 
downgrades, same expected to 
be substantial, are in the pipe- 
line. The Rumbelows business 


APPOINTMENTS 


Group chief 
executive 
at Unigate 



UNIGATE has appointed Mr 
Ross Backhand (pictured) as 
group chief executive from 
October L Mr John Clement, 
current chairman and chief 
executive, will continue as 
chairman, but plans to retire in 
two years. Mr Butitland, an 
Australian, will become 
responsible for the three 
operating divisions: UK food, 
US food, and distribution 
services. He was with the 
Kellogg Company, and has 
been chief executive in 
Australia and Canada. He is 
chief executive of all Kellogg’s 
operations in Europe. 

■ MEYEE UK, cookware 
manufac turer, has promoted 


Mr Mike Thomas from 
company secretary to 
commercial director; and Mr 
David Peace from sales 
manager to sales director. 

■ Mr Cliff James, director in 
charge of finance and systems 
in the UK for CGM, will be 
taking responsibility for 
finance and treasury for the 
Far East, initially based in 
Paris, and then in Singapore. 
In the US Mr Mark Royden 
Joins CGM New York to h an d l e 
conference pricing. He moves 
from the Paris brad office. Mr 
David Wiskin will replace Mr 
James In the UK. He joined 

12 months ago as financial 
director designate. 

■ Mr David Boorer has been 
appointed bead of credit at 
SOCIETE GENERAL, London 
office. He joins from a similar 

S st at Bank of Tokyo 
bernationaL Mr John 
Brandon will be head of credit 
audit 

IB TOUCHE REMNANT 
INVESTMENT 

MANAGEMENT has appointed 
Mr John Murray and Mr Colin 
Moore as directors. 

■ READICUT 
INTERNATIONAL has 
appointed to the board Mr 
M.H. Ely, managing director 
of subsidiary Hoyland Fox. 

■ THIRD WAVE GROUP has 
appointed Ur Michael Ryan, 
head of the school of computer 
itions. City of Dublin 
I ver sity, as a non-executive 
director of Third Wave, a 


recently-formed Dublin 
subsidiary. He is also 
manag in g director of Active 

Computer Systems, an 
on-campus company which 
he founded. 

■ Sir Patrick Meaney, 

chair man of The Rank 
Organisation, has been 
appointed a nonexecutive 

director of TARMAC. He is 
also chair man of A. Kershaw 
and Sons, deputy chairman 
of Midland Bank, and a 
director of ICI and MEPC. 



H GROUP has appointed Mr 
James H. KatzafT (pictured) as 
president and managing 
director of its thermal 
technology businesses. He will 
be based in Abingdon, and 
Joins from The Singer 
Company. 

■ Captain Robert Woriidge 
has been appointed to lead the 
defence division for JOHN 


BROWN ENGINEERS AND 
CONSTRUCTORS. London 
operating centre. He joined 
the company, a Trafalgar 
House subsidiary, in 1986 as 
naval business manager. 

Burton finance 
director moves 
to Charter 

■ CHARTER CONSOLIDATED 
has appointed Mr Nigel 
Robson as finance director 
from September 1. He is 
corporate finance director at 
The Burton Group, and was 
previously with Hanson as 
fitumcft fHrprtnr pf th e Lond on 
Brick Company. 

■ Mr GO Covey has been 
appointed managing director 
of the pallet division of UNIT 
GROUP. Mr Covey was 
managing director erf a small 
privately-owned Swedish 
company, and previously 
worked for Suter. Ley land Bus, 
and Dunlop Aviation. 

■ Mr Tony Vlne-Lott, 
maw/Kr iiw fHt w -tnr Barclays 
Broker Services, has been 
appointed a member of the 
STOCK EXCHANGE 
SCOTTISH REGIONAL 
COMMITTEE. He will be toe 
first Englishman, representi n g 
an English broker and bank, 
to have access through the 
forum to Scottish stockbrokers 
and market makers. 

■ Mr Kurt Geiger becomes 
European network director 
at MIDLAND MONTAGU. 


is said to be performing very 
poorly and toe UK TV rentals 
business is having a bad time." 

Conflicting analytical assess- 
ments failed to dampen buying 
enthusiasm for TI Group, up 6 
further at 536 p. Smith New 
Court continued to recommend 
toe stock as “a major play in 
the sector, has cash, world 
leading businesses a»d a man- 
agement committed to 
growth.’ W1 Carr, on the other 
hand, advised Investors "to 
take profits ahead of the 
interim results on August 2." 

The rerating of British Vita 
continued and the shares 
moved to a high point for the 
year of 214p, up 6. County Nat- 
West said earlier this month 
the group has suffered from 
negative sentiment on the UK 
foam market rather than fr om 
poor operating results. Profits 
will rise strongly when foam 
demand starts to recover, con- 
tinued the investment house, 

Macarthy found favour hie , 
rising to 186p for a gain on the 
session of 11. Hoare Govett 
advised last week that the 
interim results should repre- 
sent the nadir of the compa- 
ny’s fortunes and painted to 
the outstanding yield offered. 

Water shares continued to 
register strong gains, helped by 
a continuing stock shortage. 
The positive statement at the 
company’s maiden annual 
meeting triggered further good 
demand for North West Water, 
which moved up 4 to 233p. 

Good turnover was also 
noted in Thames, one of the 
strongest performers in the 
sector during recent sessions, 
and which 4 at 232p on 
2.1m shares, incl uding a stogie 
trade of lm. Th ames 
announced the sale of its FWT 
subsidiary for £1.2m. 


TRADING VOLUME IN MAJOR STOCKS 
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Anglian were a similar 
amount ahead at 232p on turn- 
over of 4.1m. easily the highest 
to water stocks, boosted by two 
individual trades of 1.3m 
shares and 800,000 shares. The 
Water Package jumped 35 to 
£2293. 

Budgens lost 5 to 55p after 
its final profits foil 28 per cent 
to £11.8m, which was more 
than the market had been 
anticipating. However, there 
were suggestions that Sir Ron 
Brierley’s IEP Securities, 
which holds a 14.1 per cent 
stake, had been adding to its 
stake. William Low gained 15 
to 359p, on tallc t b a t it had 
been picking up stock. It bolds 
less than 2 per cent of Budg- 
ens. 

Meyer International came 
under persistent selling pres- 


sure late in the day and closed 
11 lower at 414p. Analysts were 
said to have been impressed by 
a visit to the group’s 
operations to Holland on Tues- 
day but are thought to have 
remained cautious about the 
UK businesses. 

A buy recommendation 
issued by the Smith New Court 
leisure team boosted Queens 
Moat 2 to 104p. Regal Hotel 
jumped 19 to 95p after receiv- 
ing an approach which could 
iiw4 to a md 

A number of buy recommen- 
dations, notably from BZW 
Smith New Court, were behind 
the good showing of Cityvi- 
sion, which rose 4 to 108p. 

Misys, which earlier this 
week revealed a £43m contract 
to develop and supply com- 
puter software to 19 universi- 


ties, came up with preliminary 
figures in the middle or the 
market’s range. Pre-tax profits 
were £ll.07m, with the divi- 
dend slightly disappointing at 
S£8p. Misys eased 5 to 175p. 

The recent steep slide in the 
Sema share price, triggered 
when shareholder Cap Gemini 
Sogeti launched an agreed bid 
for follow computer group Hos- 
kyns, was arrested and the 
market was taken by surprise 
when CGS revealed it had 
bought a further 424,955 Sema 
shares, raising its stoke to 27 
per cent Down over lOOp since 
the Hoskyns bid yesterday 
week, Sema rallied 10 to 536p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 24 
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BRITISH FUNDS 

Stack 1 *£* M tatftot 


"Shorts” (Lives up 

9faldrm 10pcbl9W. 

93*i 21**1940 

98M 97 i rftallVecl991 

“ 23 ? 

in <4 IrQJ JOC ivfl .. ........ 

re» lOpc C» '91 U 

Mt. 15c 194L 

Treat 8pcl991 

.rraslHpc 19923 

92V Treitl One 1992 

894 tnm he 19420 

93a Tims lOVpe Cc 1992*1. 

HZ If Treat. Joe 1992. 

95(1 ixa LZUpc'92. 

982 Ext* 13 1* pc 1992 

86V rm*Vpcl943 

901, Treat 10oc 1993}*. ...... 

96 A Treat 12 *]K 1993**..,.. 
62 FffaHaabpc 1993c* .... 

99V Tre** 13V PC 1993**. 

84 V Treat. 8 bpe 1994 

102 i Treat 14 Vpc 1994*1... _ 

99V Each 13V* 1994 

83!) Treat. 10 m U 1994**... 

96,5 Me* 12*i pc 1994 

9pel r 


to Five Yean) 

10 id 14 13 
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1 12K 1995 


257 10% 
U9C 14-39 
6 01 1240 
3.20 1141 
10 27 1305 
1130 1335 


8531 13.08 


1X71 130 0 
10.4] 1304 
8.64 1291 
1091 12.92 
344 1062 
1237 12 87 
133; 12.73 
9.07 1245 
1059 1246 
12.46 1238 
6.91 11 
1324 12.29 
951 1232 
1359 1208 
13.0] 12.26 
10 67 12 08 
125f 1221 
tons i2.ii 


88, 1, Etftt 10 Vk1945 

97u Treta 12 Vk 1995**...— 

101 V Treat. 14 k '96 

B2JJ rrew.9ne 1992-96**..... 

Treat 15 V pc 1996**. — , 
99 V EskUVK 1996a . — 

85** 5 

9611 ft 

87,} E«e/l 10*2 PC 1997 

79 i Treat BVK 1997*t 
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83*y ErdJ. 9 Vpc 1998 
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X10V Treat. lSi*pc*980. 
4)6 E ' ” 


i ipc &« 90-95, _... 
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194^ Etch. 

I75U Trees. 8**K UMH 
7BU Mxta 
■P Treat 13 dcM 

IKV Treat lOoc 2001 1 

185 A Treat lOpc 2001 "aTB 
102V Treat 14 k’96-01.^J 
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81 >e Treat 9 V pc 2002‘A’_., 

84 V Treat 9Vpe 2002 f 
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[82U Treat UtacS03_ 
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Ovw Fifteen 

mkM9VDc20Q5~. 
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1205 12.09 
3.74 757 
10 98 12.04 
123* US9 
13.01 1238 
10.20 1187 
13 50 12.02 
12.63 12.02 

10.94 31.97 
1252 1211 
1135 12 00 
102b 1154 
13 27 1220 
10 91 11.91 

891 1156 
1322 12.10 
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10 76 11 70 

12.09 11.99 
1335 1388 
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1031 1150 
1058 1157 
1231 1399 
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10.96 11.66 

12.91 1221 
1307 1150 

10.95 11.96 
1055 1153 
1055 1368 
1255 1206, 
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1150 1157 

11.09 31 40 
694 1023 

10.92 1136 


Trees. 12) 
Treat. 8x 
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Vpc20Q>07. 
IVpc 2007 **.„..._ 

T 

Treat 6K 2009 
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toulVi?. - 
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20ViTm.2bpt 
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11.75 1153 
1053 1122 
1LW 1152 
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1056 10.98 
10.48 10.95 
IBM 10.90 

9.BE 3788 

1057 1 866 
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6.01 
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BRITISH FUNDS-Contd 
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4 25 
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3.945. 8 PI for November 1989: U85 and for Arne 1990: 
126.7. 


INT. BANK AND O’SEAS 



o>etuvuauL_| 921 

DwttM(ieeU2DD9..| 87) 
0erBkl2'jtc2fiC3.J 1817 
, Oo.9Vottp2fti5 . 

MtftU lOVpcLa 200 
SoesUTtKl 



12.08 

11.71 

1237 

LlSl! 


1219 
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FOREIGN BONDS & RAILS 
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51 
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AMERICANS 
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KM 
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35 
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(Whirlpool Sl : .7.-„ 


+ ar| Db 




% 

16VI 


S1.60I A 43 


521 


Sl^j 
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14 
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ft 
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CANADIANS 
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» 


52.1 2 
5100 
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4% 
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sS 

4) 
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£ 
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Continued an next page 
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• Latest Share Prices are avajlrtte onFT 

Share Code Booklet rlnfl the FT Cityline help desk on 


BANKS, HP & LEASING 


1990 
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BUILDING, TIMBER, ROADS - 
Contd 


ELECTRICALS -Contd 


ENGINEERING -Contd I INDUSTRIALS (Misce!.)- Contd I INDUSTRIALS (MisceM p 0 "^ 1 
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FOOD, GROCERIES, ETC 
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CHEMICALS, PLASTICS 
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Hire Purchase, Leasing, etc. 
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HpUmGrawlOpL-y 17,,.. f- 

MrchU Tech. | * 82 Q05i 
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3B . — 132 1.9 7.t 9.0 

2 %. - - - - 
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13M+2 3.9 « 43 * 
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53 ...... 3.C U 75 13.4 

U9 6.0 26 4.2 122 
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265 -2 3.2 L7 1551 

w ,32 - - - ZOO 
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101 lmdlPartcr'A’50« 
23 tCerton Beadi 10p . 1 
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UDlnkie Hed5p — y 
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36a -a t3 5 0.4 j 11.0 
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45 dZ.5 0.1 7.4 - 

126 53 31 S2 7.8 

2S -i 0-7 1Q-E 3.7 28 

175 110.0 27 7.6 66 

379 42 1X1 2<i 3.9 11.8 

77 185 24 14.7 35 

*17 -i" 25 0.7 19.6 93 

671 +3 48Bl«20i 3113.4 
123* +5 5.6 4 6.1 4 

49 Lfi S3 4.5 4.0 

123 33 2! 3.6 124 

103 4.8 25 U 8.6 

98-2 5.7 4 8.1 4 

141 7 85 1.7 7.4 105 

179 60 21 45 133 

303 +8 133! LS 53 aiS 

29 15 - 6.! - 

19 0 95 26 6.7 T.J 

210 4i &- 26 52 9.4 

79 5.7! 2( 9.7 6.6 

123 13.05 4.5 23 7.7 

121 +1 3.7 22 4.1 14.2 

£M% *s »asi« - 1.6 - 

143 5.0 23 4.7 10J 

84 5.0 2J 7.9 6.4 

486 +1 19.6 2 0 6.4 9.9 
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rW M .... 82222% 4 * 6 1 *.7 
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laE ” 43! I f 4 ! 138 
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156 +1 080c 24 3.7 112 


"... 5.75 1.9 91 7.6 
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177 +1 10.75 2i 8J 38 
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154 +1% 0.63 5 4 0.6 3«JI 

15 -2 20 - 17 i - 

27 25% - - - 

86. 3-Jt, 21 5.9 102 

3 Z< *7 2 32 3 fi 138 

1U 335 32 3.4 98 

79 52 i 4.2 * 

75 124 29 52 29 

57 020c 1.6 *.S 7.1 

265n -5 925 a3L5 4.7 7.4 

IS -1 3.6% - 6.fi — 

103 -2 6%% - 81 -. 

665. tf>J 0.4 i - 
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U +i d04.a»- 4 18.1 * 
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^3 • » 

231 13/ 5 4 L9 127 

fl%— - - - - 

IB - - - 4A 
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£48% 4% Q118% 27 24 129 
£64% ..._ 0130% 3.C 11 19.1 

83% 413 24 6.4 27 

5% - - - - 

173n - - - 

IS aS23 22 40 131 

94 24 3.4 3J 112 

66 275 L6 5.6 15.0 

US ... 45 33 3.6 1L8 


179 45 10 I 


1_5 28 3L6 
1-5 7.6 11.7 
1.6 9.7 8.b 
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71 +1 Q30c LB 3.0 185 
X21 *5 4.C « 42 • 

37t +2 1165 1.9 5.9 10.7 

76 25 - 4.4 - 

100 5.5 L7 73 103 

233 5.95 ♦ 3.4 + 

124 *335 L9 3.6 15.6 

283e +12.5 < 5.4 • 

210 ..._. 030.1% 3.7 32 128 
10! ...._ «62% 6.4 12 IL5 
2711 5.75 33 28 132 

30+1 - - - 152 

66 sQllc 0.6 73 21.7 

466 120 32 35 120 

157 +1 5.0 3J 42 95 

2<M 48 72 3.8 33 9.2 

18 -% 15 27 UJl 27 
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£24% EMH&owCwp. USSL.. £20% +i kOSO+fi - l.B - 

17£ l«fcswil4.iJJ.,..y 143 ,,, 5X 23 4.7 108 

103 7^ fiT'A- -,-v M 5.0 22 7.4 6.4 

481 344ECC- c 406 +1 19.6 2 0 6.4 9.9 

90 MfcEFG. y 6$ 13.3 0.9 72 1B.0 
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46 23 -IbleflOo. y 26a. — 26! I 13 * 
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Eas^a+i* llkemASNOa.-. C26%+» 020% 63 34 43 

15% 9% ElswickSp y 12 L* +% 0.6 2.1 65 73 

n 55 FEttsor Hldgi 10p..y 58—. 33 2& 7.6 63 

202 ^^dneHoraGnw! 89 6 6£ 24101 4.6 

89 48&0 7%|xCfPf.,.y 56 -2 7U% -175 - 

£22% £iafeeUeABSKrl2%... £20% Q64% 1.9 3.4 14.2 

2£! I^raaw5p..._lv 253a t3.fi 3.2 1.6 24.2 

77 Mfexallbur Grow- v 7M+1 13! « 22 • 

246 ZoSSpamet !«’ 1 B 24M. — 10.C 2.C 5.4 113 

176 lWenner. B IM 18J 21 6.8 82. 
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321 +1 623 3.9) 26|129 

6Bc -1 IS «7.6l + 

220 « (WmJ 2i| 4.4)10.0 
47B +3 tini] 32(2gi43 

73. 23 13| 3.7(232 
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BO 3.0) l3 5. w 17.8 
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6.3 3.U Zi 17.0 

U8.Z%1 23 5.4 90 

■H, Tg027q 2g 62 6.0 

5.3 3.7J W 5.1 

tyil iw 24 4.0 9.8 
+1 0.3 (i 0.5 • 

Lia zJ 7.£ 43 
3.631 2sl 83 53 


jt I? n 81 56f rencA UtaJ 10c— * 5*a 3.63 24 83 53 

76 I “50% 16%KCFIwCFen&kUg.* 34% -1 b<52-Q - 7.7 - 

ifllOO ^ 140gR fiHWgsJ 5p V 141-,, S21J 1.0 2t 4.2 


DRAPERY AND STORES 
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in 00 lflp 3 
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Eta. xm 

181 93X2 7.0120 

M . — 63 03 14.4 08-4 

126 53 23 53 102 

179 33S 1.4 24 34.9 

49a 42 23 22 3.9 152 

4i . — 0.09 < 02 +. 

98a b0 9lj 35 0.6 396 

» L.% 27 3.4 1L8 

17! 5^a 25 4.t 126 
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andCeaU.UtL_.y 


41 

iflllStlOp. S 28> 
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SUSA- c 104] 
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12! 15 53 153 
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42 9-fi 13 9.4 0051 
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::::: SB H H ■“ 
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« 12! l3TdUJ 
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1041 +3 34.! 32 45) • 

47 22 3.0 63 6.9 

2H 2t 46 1 J 16.9 

24% G1.97 23UJ 52 
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£26 ^ 1 
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5 ITdfml Grp. 2%P—y 5 . 

23 reiemetrix5p . — fi 28% 
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94 LA5 22 6.4 7.7 
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23! t7i 32 19 UJ 
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125 2 2 5.C LL4 
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IM 34.6 27 3.8 117 ^ 
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205c 953 1 6.4 » 

26 .„ rsaL5 0.9 7.7 20 4 
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135 t25 42 25 129 ^ 
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3 y 221 

lldgs— 0 165 
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« 

173 -e 
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+5 1617.; 2.6 2E 15.9 
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4.3 22 35 16.4 
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-l 13.4 2.2 3.4 16 9 
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hl% |iae Lb 5.9 129 
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1 
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10 a 

-1 ail' 


Hi 23 TQ 93 
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ft \i\ : 
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143 128 SA Internationil 5fLy 
£84E73% 3-h3Sw. -8-0000. 


5*3 Sn*. -B- 
WPJnt'l — 
4bo Hldgs., 
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6 0 af 8.1 165 
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31 Men & Rgblosiai lpy 41 

2! IP ML y 26 

IS ’aitfUaGraop. y 12 

a sssasstji* 


+1 5.6 3.05 45 9.6 

42 6.1 Z3 3J 163 
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KahaiGraepUp, p 31% — 
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He Crensa FF035. * 17 1 — 

LitleshalllOp, ,y 125 

Lilly (£H> £46%+% 

Rincat GrtmplOp...* 91 

Klncoln House,- f 21 
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ROTES 


Stack Ejccftairge dealing classifications are iadlcated to the rlgki 
of tecarlty names: a Alpha, B Beta, y Gamma. 

Unless otherwise Indicated, prices and net dividends are la pence 
and denominations are 25p. Estimated prlcxftarnbms ratios aad 
cowers are based m latest annual reports and accounts and. whore 
possible, are updated on half-yearly figure*- PI Es are eatoilatel 
on "net” dtstribatlon basts, earnings per sham being computed on 
profit after taxation aad unieUcuod ACT where applicable: 
bracketed figures Indicate ID per cent or non difference If 
calculated on "nil" distribution. Cowers are based on 
"maximum" distribution; this compares gross dividend costs to 
profit after taxation, excluding exceptional profits/ losses but 
Including estimated extent of offsettawe ACT. Yields are based on 
middle prices, are gross, adjusted to ACT of 25 per cent and a) towr 
for value of declared distribution and rights. 

Estimated Net Asset Values (NAVs) are shown for Investment 
Trusts, In pence per stare, along with the percentage discounts 
(Did or premiums (Pm -1 to the current pre-dosing share price. 
The NAV basis assume prior charges at par value, convertibles 
converted and warrants exercised if dUntlon occurs. 

• ‘rw Stock" 

• Highs and lows marked thus have been adlmted (hallow for 
rights terns for cash 
Interim since Increased or resumed 
Interim since reduced, passed or deferred 
Tax-fm to mn-resldeiits on application 
Flgms or report awaited 

Not officially UK listed; dealings p ermi tt ed under rule 
536141(a) 

OSM; not listed on Stock Exchange and comoany not 
subjected to same degree of regulaUoo as listed securities. 
Not officially listed. 

Price at time of suspension 

Indicated dividend after pending scrip and/or rights taue; 
cover relates to previous dividend or forecast. 

Merger bM or reorganisation In progress 
Not comparable 

Same Interim; reduced final and/or reduced earnings 
Indicated 

g Forecast dividend; cower an earnings updated Igr Mien 
Interim statement- 

| Cover allows for conv ersi on of riiares not now ranking for 
dividends or ranking only for restricted dividend. 

A Cover does not allow for stares wNdi may also rank for 
dividend at a future data. No P/E usually p re sided. 

L No par value 

Fr. Belgian Francs. Fr. Preach Francs S YTeM based on 
assumption Tmasmy Bill Rate stays unchanged until maturity of 
stock, a Annual bed dividend, b Figures based on prospectus or 
other offer estimate, a Cents, d Dividend raw paid or payable on 
pan of capital, cover based on dMdtta on full capital. • 
Redemption yield, f Flat yield, g Assumed dividend and yield, h 
Assumed dividend aad yield after serin issue. J Payment from 
capital sourees. k Kenya, ra Interim higher than previous total, o 
Rights bate pending « EdnUogs based 00 pre/lmtauy //gores, s 
Dividend and yield exclude a special payment. I Indicated 
dividend: cover relates to previous dividend, P/E ratio based on 
latest annual earnings, v Forecast, or estimated annualised 
dividend rate, cover based on previous year's earnings, v Subject 
to local tax. x Dividend cover In excess of 100 limes. > Dividend 
and yield based on merger terms. 1 Dividend and yield Include a 
Cover does not apply to special payment- A Net 
Terence dividend weed or deferred. C 
lolmim teoder price. F Dividend and yield based 
prospectus or other official estimates for 1990-91. G Assumed 
dividend and yield after pending scrip and/or rights Issue. H 
Dividend and yield based oo prospectus or other official estimates 
for 1989. K Dividend and yield based on prospectus or other 
official estimates for 1990. L Estimated annualised dividend, 
cover and P/E based do latest animal earnings. ■ Dividend and 
yield based oo prospectus or other official estimates for 1988. M 
Dividend and yield based on prospectus or other official estimates 
for 1989-90. P Figures based on prospectus or otter official 
estimates for 1987 B Gross. R Forecast annualised dividend, 
cover and p/e based on prospectus or otter official estimates. T 
Figures assumed W Pro forma figure. Z Dividend total to date. 
Abtueri at tons' d rx dividend, m ex scrip tssoc; r ex rights; vaex 
oil; ilex capital distribution. 


and vk 
special payment: Ct 
dividend and yield. 
Canadian. E Minin 


REGIONAL & IRISH STOCKS 

The following Is a selection of Regional and Irish stocks, the 
latter being mimed In Irish c ur renc y . 


fg&R0*U..y) 030 

awt--3 1 B 3 

I8V| 

£9« -a . 

UjjJ. .- J 


Craig & Rose £1 

Flnl; “ * 

Holt 

IRISH 

Cao B>]*< La 199L..1 £98 V 
9pcCaoUi 1996 .{ 

Fla. 13*.« 97/02... I £113 1; 

AmoBS 



TRADITIONAL OPTIONS 

3-month call rates 


Industrials 

Aiiied-tyoos. - 

Amstrad - 

AstecIBSRI 

BAT 

BOCGrp 

8TR - 

Barclays — . 

Blar Circle, 

Boats. . .. ... 

Bowaten. 

Brit Aerospace 

BmhhStrei 

Brit. Telecom 

Codbunri 

Ountf Cons .. 

Conun Urioo. 

Cocniolfli.... .............. 

CurouMM ... 

FKI 

FNFC 

Gea Accident — 

GEC - 

Glean 

Grand Met 

Guardian. 

GKfl 

tarter SMd_ 

id .... 

Udbrofce 

Legal & Geo. .... 

Les Service 

Lloyds Bank. — 

teas me* 

Marts &! 
MWIandBk..... 

Rat West 86^. 

P&OOfd 

Polly Peek 


P 

44 

7 

* 

62 

48 

37 

34 

21 

24 

41 
47 
13 

25 
30 

42 
41 
» 
SS 

7 

a 

*3 

64 

53 

a 

33 
a 
n 
w 
27 

34 

a 

a 

u 

19 

SS 

s; 


Ratal Elect - 

RHSI. 

Ruik Otg OrtL 

Reedlntfll 

STC. 

Se« 

SraKI. Beecham A. 

T1 — 

TS8 

Ten . ... 

Thorn EMI 

Trust Houses. 

T&N 

Uniierer 

men 

Wei home. 


Property 

BrHland. 

Comres Sea 

Laad Securities. 

MEPC. 

Mountieigh 

Oils 

Artra Pttlra. 

Brit Prtroieom. 

BurmahQll.... 

Conroy Petlm 

Gaelic Res. 

Premier... „ 



Tosfear fh3.....in... 

UHranur- 


19 

30 

a 

38 

a 

9 

48 

n 

u 

» 

*2 

24 

18 

58 

19 

57 


32 

4 

45 

45 

U 


5 

a 

is 

3 % 

49 

3 


Mina 

Loorto. ij 

8TZ SO 


«Df bur uwttar. 










I 2.8*8* dBfr&ffSS 3080 332.5 8t?!3£‘K^ 


























































FINANCIAL TIMES THURSDAY JULY 26 1990 


33 


iaa 

mm 

: 8 


FT MANAGED FUNDS SERVICE 


• Current Unit Trust Prices are avariaDie on FT CHyWne. To 

Unit Trust Code Booklet ring ttw FT Cityline Help desk on 071 - 92^2128 
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MONEY MARKET FUNDS 
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Longer rates firm 


FT LONDON INTERBANK FIXING 


0130 ul Jut, 29 3 iuIb US dollm 
«d 8 | offer 8 * 


bmcrtta US Dalian 


TUESDAY’S WARNING by Mr 
John Major, the UK Chancel- 
lor, that inflation may not 
have yet peaked and that the S 
per cent target is unlikely to be 
nit by the middle of n#-xt veer, 
poshed longer term rates 
higher In London yesterday. 

One-year interbank rose to 
I4ii-I4ft per cent from 14K-14& 
but the important three-month 
rate was steady at 14&-14jg per 
cent. On Liffe short sterling 
futures reacted negatively to 
the inflation forecasts. Decem- 
ber delivery opened weaker at 
86.11, and fell to a low of 86D3, 
before closing at 8&05 against 


UK ctaartag Ink base kxdlaa rate 
IS par coat 
Iran Ofltiwf 9 


8&20 previously. 

There was another large 
shortage of credit on the 
money market The Bank of 
England initially forecast a 
day-today shortage of £850m, 
but revised this to £8Q0m in the 
afternoon. Total help of £781m 
was provided. 

Before lunch the authorities 
bought £194m bills outright, by 
way of £l8m Treasury bills in 
band 2 at 14% per cent and 
£176m hank bills in band 2 at 
14% per cent In the afternoon 
another £292m bills were 
purchased, via £S8m bank hills 
in band l at 14% per cent; 
£30m Treasury bills in band 2 


at 14% per cent; and £164m 
bank bills in band 2 at 14% per 
cent Late assistance of around 
£295m was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £U94m, 
with a rise in the note 
circulation absorbing £95m. 
These outweighed Exchequer 
transactions adding £250m to 
liquidity and bank balances 
above target of £2l0m. 

In Frankfort call money rose 
to the Lombard emergency 
financing rate of 8 per cent 
from 735 per cent, after the 
Bundesbank disappointed the 
money market by draining 
DM4bn at this week’s 
securities * repurchase 
agreement tender. The central 
bank accepted bids of only 
DM13bn, for 28-day funds at 
rates between 7.90 and 8X0 per 
cent, against an expiring 
facility of DMJ7bn. 

Dealers regarded the 
decision to drain funds as a 
sign that the Bundesbank is 
happy to keep call money 
around the Lombard level. 
Lombard borrowings on 
Tuesday ML to about DMLSbn 
from DM2bn. Banks reserve 
holdings for the first 23 days of 
July averaged DMBO.lbn, 
compared with a minimum 
requirement of DM59.7bn for 
the whole of the month, but on 
Monday the reserve figure was 
only DM55.5bn against 
DMSJUbn on Friday. 
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ACROSS 

1 Make much of top men join- 
ing firm (6) 

4 Begin to approach outside 
people with a note (8) 

9 Ruined perhaps, but used to 
that (6) 

10 reaI1 y first-class 

12 They’ll can far a show of 
hands to clarify thing* /m 

IS Daren’t make changi 
- might get fined (6)^ 

15 Many in a Parisian street 
fPPear inelegant (4) 

16 teacher of history 

m 55*2? . iato (10) 

20 Attack m a most abomina- 
ble way (4) 

S 3 Packer in a hide? ( 6 ) 

Rain diet with fine 
w 

a payment fin- 


«Jaj Jnw 29 ,1990 , Agreed rates for period July 2^1990 to August 25^1990, Scltata I; 1534 
P-c., Schemes ll & ill: 1*25 p.c. Reference rate for period June 1,1990 to June 29 , 1990, 
Scheme IV &V: 15.029 px. Local Authorltr and Finance Houses seven days' notice, others seven 
days' Axed. Finance Houses Base Rate 13 5 from July 1 , 1990: Bank Deposit Rates for sums at 
awn dan notice 4 per oust. Certificates m Tax Dw«H (Series 6); Deposit £100,000 and on 
heM vndb- one month 11>? par cent; QHc-thrcgnwntns 13 per ccnuthrBM||K miiiuw 13 per cent; 
tiHiJne mornhs 13 per oeat: nMfr4wtlm mantb 13 per eent; Under £100,000 11* per cent from 
Oct 93969 , Oepouis withdrawn far cadi S per cent. 



for acc^Sg 

29 Interfering with drainage 
„ be a bloomer 

30 i2 gennal finding 
a tenant (6) 

, . M DOWN 

t^ awI, “ COTMto « 

2 A server of course 

3 ™ is sickening 

S g 8 (“ 1 “ m 


6 ^ significance 

7 One is a racket maker (5) 

8 A tnriMar giving direction to 

a clerk (7) 

ll Strives for discipline in 
oce^ohag maft f/> - 
w Limited some of the bed in 
„ tedlotm fashion (7) 

17 Test a-, tin’s contents for 
poor quality (9) 

18 ^ about to 

eater the Church, not at .all - 
woaiied^ '■ “ 

!9 Nee<flework (tffered W ctf 
»&B-head in dharmintt enTj. 
rons (73 

" A bad sailor in the main (© ' s 
*4 A measure taken over tha 
M ^een’s post® .. v 

*« ““ w:- 

to Ptorie No.7^99 f 
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Some business travellers 

will change neither hotel nor newspaper. That’s 
why they arc particularly happy to find compli- 
mentary copies of the Financial Times at the Hotel 
Burdigala in Bordeaux 






FINANCIAL TIMES 

tOIOH I BUSINESS NEWSPAPER 


1.72 
3 J 0 l-O.W 


575 
2050 *oa 
7.90 +01 

132 


No FT? 

No problem In Japan. 

Keeping up with the news when you travel to the Far East 
used to be something of a challenge. The world seldom stands 
still. These days, in feet, just a few hours can be enough to change 
history for ever. 

Happily for FT readers, staying in touch is now no longer a 
problem in Japan. 

Because we now publish in Japan six days a week — 
t ransmit ted overnight by satellite direct from London, and printed 
locally for the start of the working day. Ask for your copy at the 
hotel or on die news stands, in Tokyo or in other major Japanese 
cities. 

If you’re a resident, we’ll band-deliver the FT to your office 
in central Tokyo, first thing every day. 

call Tokyo (03) 295 1234 now 


FINANCIAL TIMES 

EUROPE'S BUSINESS NEWSPAPER 
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Free hand 
delivery 
service fax 

TORINO 

(Centro CittA) 

If you work: in the 
business centre of 
Torino, gain the 
edge over your 
competitors. 

Have your FT 
personally 
delivered to your 
office at no extra 
charge. 

For full details, 
please contact 
nVTERCONTEVENTAL 
S.rJ., MILANO 
Tel: (02)688 7041 


Fax; (02) <988 1887 
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No FT? 

No problem In Japan 


Keeping up with the news when you 
travel to the Far East used to be something 
of a challenge. The world seldom stands 
still. These days, in feet, just a few hours 
can be enough to change history forever. 

Happily for FT readers, staying in 
touch is now no longer a problem in 
Japan. 

Because we now publish in Japan six 


days a week — transmitted overnight by 
satellite direct from London, and printed 
locally for the start of the working day. 
Ask for your copy at the hotel or on the 
news stands, in Tokyo or in other major 
Japanese cities. 

If you’re a resident, we’ll hand-deliver 
the FT to your office in central Tokyo, 
first thing every day. 
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Dow edges upwards after 
trading in a tight range 


Wall Street 

ACTIVITY in the equity mar* 
ket remained nervous yester- 
day and the major indices 
traded in tight ranges with no 
consistent pattern to buying 
and selling, writes Janet Bush 
in New York. 

At L30 pm. the Dow Jones 
Industrial Average was 4.21 
higher at 2^26.73 on relatively 
active volume of 108m shares. 
The Dow had gained 17.58 on 
Tuesday in a late surge to 
2.922.28. 

Among other indices, the 
Standard & Poor's 500 was 0.81 
up at 356.60 at yesterday’s mid- 
session and the Nasdaq Com- 
posite index of over-the- 
counter stocks regained some 
of the ground lost in the first 
two sessions of this week, ris- 
ing 2.84 to 445.40. 

There appeared to be little 
reaction to news of a much 
larger-than-expected 3.2 per 
cent drop in factory orders for 
durable goods in June. Orders 
were weak, even taking out the 
key defence and transportation 
orders components, and gave a 
mild boost to the ailing Trea- 
sury bond market which stood 
'A point higher at the long end. 

Oil stocks continued to fea- 
ture. They were strong on 
Tuesday amid heightened ten- 
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sion in the Middle East and 
continuing disputes about 
crude oil production within 
Opec, and the three oil stocks 
in the Dow accounted for about 
13 points of the 17.82 advance 

on Tuesday. 

The sector went into reverse 
yesterday, with Mobil $% 
lower at $66% and Chevron 
down $% at $77%. However, 
this was well above earlier 
lows and accounted for some of 
the recovery in the Dow which 
had stood about 11 points down 
in morning trading. 

Strong technology stocks off- 
set weak oil stocks. In spite of 
reporting a loss of $256.7m or 
$2.11 a share in the second 
quarter after a $400m charge 
for restructuring, Digital 
Equipment rose $% to $76%. 

Among other technology 
stocks, Compaq Computer 
jumped $1% to $58%, Motorola 
gained $1% to $79% and IBM 
nose $% to $115%. 

Du Pont, the largest US 
chemicals company, gained $1 
to $39% after reporting sec- 
ond-quarter net income of $L02 
a share, up slightly from $1 a 
share a year ago. 

Gerber Scientific dropped 
$2% to $10% after the company 
said that it expected earnings 
for the six months ended in 
October to he significantly 
lower than a year earlier. 


Bourses slip from highs as 
oil stocks feature again 


MOST BOURSES began well 
yesterday but later slipped 
from their day's highs, with oil 
stocks continuing to focus 
attention in several markets, 
writes Ou r Ma rkets Staff. 

FRANKFURT was boosted at 
the start by encouraging first- 
half figures from Commerz- 
bank, but ended mixed after 
profit-taking set in. The DAX 
index came off an early high of 
1,932.47 to close 0.91 lower at 
1,920.25. The FAZ index, calcu- 
lated at midsession, lost 0.1 to 
818.21. Volume slipped to 
DM5. 7bn from DMG^bn. 

Commerzbank, which 
reported a 17.5 per cent 
increase in first-half partial 
operating profit and reiterated 
that a rise in the 1990 dividend 
was possible, closed DM2.30 
better at DM295.80. 

Elsewhere, Daimler jumped 
DM9 to DM858 on rumours, 
denied by the company, that it 
was planning to bring forward 
its Tokyo listing, scheduled for 
September. It was the most 
traded stock with 578,310 
shares changing hands. 

PARIS again focused on oil 
stocks, which rose strongly in 
early trading but finished off 
their day’s highs on signu of an 
improvement in relations 
between Kuwait and Iraq. Elf 
Aquitaine gained FFr2 to 
FFr710, after reaching a high of 
FFr724 with 269,230 shares 
traded, and Total rose FFr3 to 
FFr710, after touching FFr725. 

“Short-term sentiment is the 
rule of the day in Paris at the 
moment,” said Mr Andrew 
Burke-Smith of Citicorp. He 
explained that optimism about 
interest rates was providing a 
floor for the market around the 
2,000 level on the CAC 40. 
while the fragility of Wall 
Street and Tokyo was keeping 
a lid on gains. 

The short-term view was 
apparent, he said, in a FFr3.80 
rise in Thomson-CSF to 
FFrU&20 with 301*800 shares 
traded; the stock was sought 
cm expectations of a military 
conflict in the Middle East. 

Lafarge Coppee gained 


FFrll.40 to FFr485.50. recover- 
ing from the weakness that fol- 
lowed poor results from Its US 
subsidiary last week. Eurotun- 
nel continued to advance, 
adding another FFrl.75 to 
FFr55.15 with 1.6m shares 
rhang in g hands. 

The CAC 40 edged up 257 to 
L99&58, in light turnover esti- 
mated at FFrl.7bn. 

MILAN was resigned to the 
likelihood that Fiat would con- 
tinue to underperform the mar- 

Oil stocks 
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ket following the analysts* 
meeting on Tuesday. Fiat ordi- 
nary shares fell L15 to L8.740. 
The Comit index slipped 157 to 
725.26. 

Fiat said it expected flat 1990 
net profits, after an 8 per cent 
fall pre-tax profit in the first 
five months. But analysts 
pointed out that the figures did 
not include June, when indus- 
try data showed that Flat's car 
sides, its core business, had 
fallen sharply. They mM that 
Flat’s first-half results, there- 
fore, expected in September, 


Hong Kong remains in superpowers’ shadow 

The bull market is vulnerable to Chinese moves and the US economy, says John Elliott 
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Citizens & Southern gamed 
$% to $25% and Sovran Finan- 
cial jumped $1 to $30% on the 
news that the Federal Reserve 
had approved a merger 
between the two companies. 

General Instrument dropped 
$% to $44%. The company, 
which has agreed to a$44-50-a- 
share buy-out from Fors tmann . 
Little, said that one of the two 
third parties to request confi- 
dential financial information 
c^nrp the Forstmann offer did 
not intend to make a compet- 
ing bid. 

Honeywell gained $1% to 
$104% after the company said 
that it expected to get final 
board approval late in the third 
quarter for the planned spin-off 
of its defence and marine 
systems business. 

Ca nada 

TORONTO stocks held their 
position at midday after a firm 
opening on the strength of oil 
and gold shares. The composite 
index gained 9.8 to 3£57.4 on 
volume of 12.9m shares. Rises 
led foils by 219 to 119. 

The firmer bullion price 
boosted gold shares. Corona 
rose C$% to C$7%, Lac Miner- 
als gained C$% to C$ll%, 
American Barrick finned C$% 
to C$24 % and Hemlo Gold 
added C$% to C$13%. 


M RS Margaret 
Thatcher, the British 
Prime Minister, has 
managed this week to dent the 
Hong Rnng stock market's bull 
run. Her decision to give a new 
job in the Treasury to Mr Fran- 
cis Manrtp.. the Foreign Office 
minister with special responsi- 
bility for the Colony, a few 
hours before he was to arrive 
in Peking earlier this week for 
major talks, jangled nerves. 
Prices dropped sharply on 
Tuesday in the wake of Wall 
Street's Monday foils. 

Yesterday that was partially 
shrugged off and the market 
retrieved some ground, mainly 
because China's leaders were 
being nice to Mr Maude but 
also because Wall Street had 
begun to improve. The local 
Hang Seng index, which 
dropped 64.02 points on Tues- 
day, recovered 24.67 yesterday 
to close at 3,520.54. 

The significance of the two 
days’ events is that they graph- 
ically demonstrate how Hong 
Kong’s stock market is highly 
vulnerable to two factors. One 
- and the most sensitive - is 
what is said and done in 
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China. The other is the US 
economy, because of its affect 
on Hong Kong's economy, cou- 
pled with the performance of 
WaU Street. 

This vulnerability will 
r emain, even though the local 
mood has improved signifi- 
cantly in the past couple of 
months. 

Mr John Mulcahy, director of 
research at Peregrine Broker- 
age, says: The main change in 
the market is that it is finding 
it much easier to find good 
news than bad news; before it 
was harder to find good news 
and much easier to find the 
bad.” This partially explains 
the run of the past few months 

which has taken the indPT up 

by more than 500 points since 
mid-March. 

China’s abrasiveness 
towards Hong Kong has soft- 
ened, and there have also been 
signs that its hard-line leaders’ 
political stance and economic 
austerity programme are eas- 
ing. Hong Kong's own eco- 
nomic situation, government 
economists believe, is bottom- 
ing out - although trade fig- 
ures published last night show 



a decline last month in domes- 
tically produced exports. 

These developments, coupled 
with frenetic activity by Tai- 
wanese and other punters in 
second and third-rank stocks a 
few weeks ago, brought the 
market to life and improved 
liquidity. International institu- 
tions followed on, increasing 
their involvement in a market 
where they were underweight. 

With a price/eamings ratio 
currently of about 10, and cor- 


porate profit rises of 16 to 17 
per cent expected early next 
year, Hong Kong is still seen as 
undervalued by many analysts. 
Most, however, acknowledge 
that it is becoming less easy to 
pick obvious bargains and 
many fund managers are wary 
about unforeseen problems. 

The immediate focus now is 
whether the Hang Seng index 
will manage to break through 
3500 this year. Many analysts 
forecast that it will, although 
some expect to have to wait 
longer. 

Mr James Osborn, an assis- 
tant director at Barings, which 
is at the b ullis h end of the bro- 
kerage spectrum, says: “I think 
a new high of around 3,600 will 
be established soon, and that 
the index will then move on to 
3500 by the end of the year 
and maybe 4,200 when the cor- 
porate results come in from 
March to May.” 

That would take the index 
well above its most important 
target - the all-time high of 
3,949.73, which was reached on 
October 1, 1987. before the 
world markets’ crash brought 
stocks tumbling down. 


Three weeks ago it broke 
another important] barrier 
when it passed 3,309.64, ite 
post-crash peak. It had reached 
this high on May 15 last year, 
just before China’s student 
demonstrations shattered 
nerves and pushed it down to a 
low of 2.093.61 on June 5, one 
day after the Chinese army 
started its crackdown m Tian- 
anmen Square. 

For continued upward move- 
ment. the market needs quiet 
in China and tolerable news 
about the US economy, plus 
proof that the sluggishness in 
the Hong Kong economy really 
is ending. A blessing from 
China for Hong Kong s 
HK$l27bn <US$16 ; 4bn) rnfra- 
structure plans, including a 
controversial new interna- 
tional airport, would be an 
Important catalyst 

It is clear that, while the 
market has at last shrugged off 
the despair of the past year, it 
is still highly susceptible to 
outside pressures and is para- 
noid about anything that is 
said or done in C hina . That 
makes occasional volatility 
inevitable. 


Nikkei steadies as attention turns to the yen 


would show a decline of at 
least 10 per cent in pre-tax 
profits. Some analysts were 
now cutting tbeir dividend 
forecasts, having already 
slashed their earnings fore- 
casts after the recent profit 
warn ing fro m the company. 

AMSTERDAM was mixed in 
thin trading after a firm open- 
ing following Wall Street's par- 
tial recovery on Tuesday. The 
CBS Tendency index fell 02 to 
120.3. Royal Dutch added 
FI 1.70 to FI 149.30 amid contin- 
ued bullishness over world oil 
prices, while KLM, which said 
its margins were under pres- 
s ure, f ell 30 cents to FI 33.40. 

ZURICH inched higher in 
moderate trading, with the 
Credit Suisse index gaining 0.6 
to 662.9. Jacobs Suchard bear- 
ers rose in a thin market, 
adding SFi70 to SFT8.360. 

Hilti, the Liechtenstein- 
based construction company 
which gave an unexpected 
profit warning on Monday, 
troubled some analysts as com- 
pany officials who would have 
been able to elaborate on the 
forecast were away on holiday. 
Hilti participation certificates, 
which lost SFr39 to SFrfflO on 
Tuesday, sank to a low of 
SFr670 yesterday before closing 
unchanged at SFr690. 

MADRID’S gains were 
trimmed as New York fell in 
early trading, with the general 
index ending up 0.12 at 301.67 
after a morning session close 
of 30252. Banco Central’s first- 
half profits rise of 71 per cent, 
compared with expectations of 
15 per cent, produced little 
reaction in its share price, 
which fell PtaSO to Pta5,020. 

OSLO continued to rise on 
Die higher oil price, with the 
all-share index adding 253 to 
641.92 in turnover of NKi443m. 
Norsk Hydro, which announces 
results today, rose NKrl to 
NKr204 after reaching NKx208. 

BRUSSELS advanced but fin- 
ished off its highs as Wall 
Street weakened in early trade. 
Petrofina, the oil company, 
gained BFrl25 to BFrl2,350. 
after a day's peak of BFrl2£00. 


Tokyo 

SHARE PRICES closed practi- 
cally unchanged yesterday 
after a day of listless trading 
which saw currency concerns 
take over from interest rate jit- 
ters, writes Michiyo Nakamoto 
in Tokyo. 

The Nikkei average rose 
more than 100 points in early 
trading, but this initial 
strength soon petered out and 
the index ended a net 1.19 
down at 31,701.27. The Intraday 
high was 31,845.90 and the low 
was 31,650.70. Volume 
remained low, at 350m shares, 
hardly changed from Tuesday. 

The Topix index closed 2.72 
up at 2*307.31 and gains out- 
numbered losses by 541 to 388, 
while 194 issues were unal- 
tered. The second section 
enjoyed a strong rebound of 
51.53 to 4,380.76. In London, the 
ISE/Nikkei 50 index rose 6.97 to 
L727.42. 

Observed Mr Christopher 
Leighton at Schroder Securi- 
ties: “The main problem for the 
market is the currency.” With 
tension rising in the Middle 
East, the dollar was likely to 
rise further. Meanwhile, the 
interest rate situation was not 
clear. Although fears of an 
immediate rise in the official 
discount rate had subsided, 
investors were still concerned 
about the prospect of higher 
rates in the future. 

Sharp rises in certain issues 
at the opening suggested there 
was considerable early support 
from professionals, said Mr 
Leighton, although those gains 
were wiped out again almost 
immediately. 

The larger number of rises to 
declines yesterday and the 
strength seen in certain issues 
offered some hope for the mar- 
ket. High-priced blue chip 
issues, for example, enjoyed a 
revival of interest. Sony 
climbed Y210 to Y8.930 and 
Fuji Photo Film Y60 to Y4.700. 

Paper shares were helped by 
special incentives. Mitsubishi 
Paper Mills was pursued on 
strong sales of its disposable 


SOUTH AFRICA 

A RISE in the bullion price 
through $370 sparked another 
rally In Johannesburg gold 
shares. The JSE Gold index 
surged 55 to 1,602 and the 
overall index jumped 64 to 
3,170. Vaal Reefs ended Rll 
higher at K298. 


cameras and was third in vol- 
ume with 12.5m shares, advan- 
cing Y65 to YS85. Mitsubishi 
Paper's rise was also supported 
by the advance of Honshu 
Paper, which has risen 
strongly on talk that it was 
being bought by a speculative 
group. Honshu Paper added 
Y50 at Y3.510. 

Mitsui Minin g and Smelting 
put on Y9 to Y867 and topped 
the actives with 24.3m shares. 
The stock rose as interest 
turned to non-ferrous metals in 
response to a gold rally and on 
talk of speculative buying. 

Oils, strong on Tuesday on 
expectations of higher oil 
prices, succumbed to profit-tak- 
ing. Nippon Oil, second in vol- 
ume with 14.3m shares, lost 
Y40 to Y1.440. 

Large-capital issues that are 
sensitive to intere st ra tes con- 
tinued to ease. NTT fell to 
another all-time low of Yl.Q2m 
after it hit Y1.04m on Monday. 

In .Osaka, interest in high- 
technology issues supported 
the market's first rise in five 
trading days. The OSE average 


gained 81.11 to 35,622.19 on vol- 
ume of 36m shares, up from 
Tuesday's 28m. Nintendo, the 
maker of video games, rose 
Y1.000 to Y28.400. Demand for 
the company’s new game to be 
introduced in the autumn was 
expected to be strong. 

Roundup 

TUESDAY’S BUDGET disap- 
pointed New Zealand, but most 
other leading Pacific Rim mar- 
kets made modest rises after 
Wall Street’s overnight gain. 

NEW ZEALAND fell after the 
previous day’s Government 
Budget reduced hopes of lower 
interest rates. The Barclays 
index lost 19.92 to 1.828.15. 
Turnover was moderate at 
NZ$15m, compared with Tues- 
day's NZ$17m. 

Stocks that are listed in both 
New Zealand and Australia 
were hardest hit 

AUSTRALIA rose tenta- 
tively. with gold and resource 
shares leading gains. The All 
Ordinaries index finned 4.5 to 
159L5 in turnover of A$161m, 


up from Tuesday’s AS153m. 

Elders IXL declined 6 cents 
to AS1.69 on volume of 4.5m 
shares after Carter Holt Har- 
vey failed to win initial 
approval to take over Elders 
Resources NZFP. Burns Philp 
lost another 6 cents to A$3.14 
amid concern that it might be 
liable for its subsidiary. Burns 
Philp Trustee Co. which is 
involved with the failed Estate 
Mortgage trusts. 

SINGAPORE attracted 
renewed buying interest and 
the Straits Times Industrial 
index rose 7.18 to 1,561.24. Vol- 
ume was boosted to 82m shares 
by a block deal of 15m shares 
in JC-MPH Warrants 1995, 
which added 2 cents at 36 
cents; 50m shares were traded 
on Tuesday. 

Malayan Credit gained 7 
cents to SS2.17 on 4.5m shares, 
reflecting takeover speculation, 
while Hotel Properties was 
suspended amid rumours that 
a leading shareholder would 
place part of its stake. 

BANGKOK hit a record high 
on hopes of good first-half 


results from banks and finan- 
cial companies. The SET index 
moved up 12.92 to 1,143.78. 

TAIWAN built on Tuesday's 
5.6 per cent advance as the 
weighted index added 50.03 at 
5321.64. Profit-taking and wor- 
ries about a potential conflict 
between Iraq and Kuwait, from 
which Taiwan imports much of 
its oil. had sent the index down 
almost 170 points earlier in the 
day. Turnover was T$73.4bn,- 
up from T$60bn. 

SEOUL rose after three days 
of declines which had dragged 
the market to its lowest level 
since late-1988. The composite 
index recovered 5.60 to 685.27. 
Spurring the rally were hopes 
that the capital market would 
be opened to foreigners earlier 
than expected. 

BOMBAY moved ahead 7 per 
cent to a record high on the 
first day of trading this week, 
with the BSE index adding 
67.24 at 1.007.97. The start of 
the new Account and a relax- 
ation of trading curbs lifted 
shares. Associated Cement rose 
Rsl30 to Rs940. 
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ONE OF the purposes of the 
Financial Services Act 1986 
(FSA) was to amend and con- 
solidate the law on the market- 
ing of investments. 

The FSA envisages two types 
of m arketing activity: cold call- 
ing and advertising. The Act 
regulates the publication of 
“investment advertisements”. 
These are broadly defined as 
any advertisement which is 
likely to lead either directly or 
indirectly to a person entering 
into an investment agreement, 
buying or selling an invest- 
ment. or exercising rights 
under an investment to do so. 

An advertisement urging 
persons to do nothing is not 
caught. Accordingly, a commu- 
nication by. for example, a 
trade union urging sharehold- 
ers not to sell shares to a pred- 
ator would not be an invest- 
ment advertisement 
Only an authorised person 
under the FSA may issue 
investment advertisements. In 
doing so he will be subject to 
«■* — — * — «■ m— *•-'* « — 1_ ^ng 

ch 
he 


man to be the last thing one 
would think of as an invest- 
ment advertisement 
Take, for example, the typi- 
cal corporate advertisement 
Many companies, quite natu- 
rally. wish to draw attention to 
a particular expertise they may 
have, or to the feet that they 
have been enjoying a success- 
fill period of trading. The FSA 
effectively draws a distinction 
between a company advertis- 
ing its products or expertise, 
and advertising itself as a suc- 
cessful venture and accord- 
ingly {reading between the 
lines) a good investment 
This is a fine, and often diffi- 
cult distinction to make. Some 
are more prepared than others 
to regard a piece of company 
promotion as a subliminal invi- 
tation to purchase shares in it 
However, the legislation is 
widely drafted and so care 
must be taken. 

What about a newspaper 
which actually publishes the 
advertisement to the order of 


giving investment advice 
through the medium of adver- 
tisements. Authorisation is 
required to do these things. 

Obviously, by providing that 
unauthorised persons can, 
under certain circumstances, 
issue advertisements, the FSA 
does contemplate allowing an 
unauthorised person to issue 
an advertisement without hav- 
ing to go to the bother of 
becoming authorised. Indeed 
there are various exemptions 
which obviate the need for 
approval of an advertisement 
by an authorised person. 

The principal exemptions 
are: 

• Companies may communi- 
cate to their own members or 
creditors about investing in 
the company itself or in 
anot h er group company. How- 
ever, a company cannot write 
to such persons suggesting 
that they ought to invest in 
another company outside the 
group. In a takeover situation, 
therefore, a 


hies), holders of special permis- 
sions, and individuals within 
such organisations whose job 
is to deal in investments for or 
manage investments of his 
employer. 

Also included in this group 
are financial journalists. How 
those journalists then dissemi- 
nate the information sent to 
them by virtue of the exemp- 
tion will depend on the rules of 
the SRO to which their news- 
papers belong if they are 
authorised, or the limited 
exclusion in the FSA for the 


An EC authorised invest- 
ment business is permitted by 
S 6 J5A to supply services in 
tne UK by giving seven days 
notice to the SEB. It is then 
deemed to be authorised by the 
^ 1)6 governed by 
the SIB advertising rules in the 
promotion of its services. Little 
use has been made of this sec- 
turn. Most EC authorised busi- 

ne 5 ? es ^ ve °P ted to establish 
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Australia (80) 147.89 -0.4 120.11 138.73 124.44 125-26 -0.0 5.56 148.54 120.90 139.39 125.73 IS 
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fied. For example, The Securi- 
ties Association (TSA) rules 
allow a TSA member to 
approve without verification 
an investment advertisement 
proposed to be sent to “busi- 
ness enstomers” as defined 
(very broadly, authorised insti- 
tutions or large companies) or 
to which the Takeover Code 
applies. 

The definitions used in the 
FSA have resulted in the regu- 
latory net being cast rather 
widely and particular problems 
have arisen as a result Docu- 
ments issued by an unauthor- 
ised person could well require 
approval by an authorised per- 
son even though the document 
appears to the informed lay- 


ruled that an investment 
advertisement could amount to 
the carrying on of investment 
business in the UK. Panteli 
was carrying on investment 
business in the UK by offering 
to deal, or arrange deals, in 
investments, or by dealing in 
investments in the UK by 
accepting clients’ money. 

The decision creates a signif- 
icant problem. An unauthor- 
ised person can get over the 
hurdle of Issu ing an Invest- 
ment by getting it approved. 
But the Panteli case makes it 
clear that by issuing the adver- 
tisement the person may well 
be carrying on investment 
business, for example, by offer- 
ing to deal in investments or 


existed as to the status of a 
chairman's statement under 
this exemption. The DTI, in a 
guidance note, st a te d that the 
exemption extended to such 
statements. However, it 
pointed out that while one 
could reproduce documents 
required or permitted by the 
Yellow Book, one cannot para- 
phrase statements, or repre- 
sent statistical information in 
a form different to that appear- 
ing in the originaL doc ument. 
and still benefit from the 
exemption. 

• Advertisements sent to per- 
sons deemed to be sufficiently 
expert to understand the risks 
are exempt.. These include 
authorised persons, business 
investors (Le. large compa- 
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